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A Lawyer Must Know Why, But It Is Enough 
FOR A Business Man to Know That It Is So, conse- 
quently this little volume has been prepared to tell you 
what you can, or what you cannot do, on a thousand 
different points, constantly arising in the fifty subjects 
treated. The questions on each subject are grouped 
separately and numbered, the answers follow with their 
corresponding numbers, which will enable you to find 
any question or answer at a glance. The size is also 
a special feature as it is made to fit an ordinary pigeon- 
hole, where it can be kept out of the way, but always 
at hand. 

The questions herein given have been carefully select- 
ed from many thousands that have come to the author in 
his practice of twenty-five years as a Consulting Ac- 
countant and Auditor, Business and Financial Advisor, 
and in preparing the answers has consulted the best 
legal authorities and highest court decisions in the 
United States. 

The authorities consulted and frequently quoted 
throughout this work, which the author wishes to pub- 
lically acknowledge, are Thompson's Commentaries on 
the law of Corporations, Parson's and Crawford on 
Negotiable Instruments, Colebrook on Collateral Se- 
curities and Lindley on Partnership. 

This little volume is sent forth, with the hope that 
all who refer lo it may be enabled to *' Cut Short 
Their Losses, Let Their Profits Run on and Se- 
cure Beiter Accounting." 

The Author. 

New York, Oct. i, 1900. 



Acceptance ol Dralts or Bills of Exchang:^ 

Questions. 

I , What is meant by " acceptance ? " 

3 • What constitutes an acceptance ? 

3, To what class of commercial paper does accep- 
tance apply? 

4 • When is an acceptance complete ? 

5 o What is a qualified acceptance ? 
G e What is a conditional acceptance ? 

7 • Can the holder of a bill accept or refuse a 
qualified acceptance ? 

8 o What is the proper way to refuse to accept a 
bill ? 

9 . Is a promise to accept equivalent to acceptance ? 

10, Is the acceptor liable for any amount inserted, 
if he accepts in blank ? 

II, Has the Secretary of a corporation power to 
accept negotiable paper for the Company ? 

1 ^ • Has the Treasurer of a business corporation 
the power to make and accept negotiable paper with- 
out special authority ? 

13 • Has the Cashier of a bank the power to accept 
for accommodation ? 

14 • Has the Treasurer of a corporation the power 
to make, accept or endorse for accommodation un- 
der a general power to endorse ? 

15 . If an agent of a corporation accepts a draft in 
his own name, does it bind him personally, or the 
company ? 

16, Will a draft drawn upon a special fund, bind 
the one on whom it is drawn if it is not accepted ? 

1 7 • Can an acceptance once made be withdrawn ? 

18 • What does acceptance admit ? 

19. Will a release before maturity discharge ac^ 
ceptor from liability to bona fide holder ? 

20 • If a draft is drawn on Brown, agent, and is ac- 
cepted by Brown, agent, would Brown be liable per- 
sonally ? 



21 . Mow iiiuch time is allowed a drawee to accept 
a bill ? 

23 • If a drawee retains or destroys a bill, what is 
his liability ? 

23. When must presentment for acceptance of a 
bill be made ? 

24 « How should presentm.ent for acceptance be 
made? 

25 • When is a bill dishonored for non-acceptance ? 

26 • What is the duty of the holder where a bill has 
not been accepted ? 

27 . What is the right of a holder where a bill has 
not been accepted ? 

28 • When is it necessary to protest a bill of ex- 
change for non-acceptance ? 

29 • When should protest of non-acceptance of a 
bill be made ? 

30 • By whom should protest for non-acceptance of 
a bill be made ? 

31 • How should protest for non-acceptance of a 
bill be made? 

32 • Where must protest for non-acceptance of a 
bill be made ? 

Acceptance of Drafts or Bills of Exchange. 

Answers. 

1 o Acceptance as it is used in connection with com- 
mercial paper is somewhat misleading. It is an agree- 
ment to comply with the request contained in a draft 
or bill of exchange. If Jones in Pittsburg owes 
Howard in New York and Howard draws a draft on 
him for a certain amount payable in a certain time at a 
certain place to a certain person, and Jones acknowl- 
edges the amount to be correct, and agees to pay it 
when due, it would be his " acceptance " of the condi- 
tions, which may be expressed or implied ; verbal or 
written, before or after maturity, or prior to drawing 
the bill. 

2 • There is no special form or manner or words 
of acceptance, the custom is, however, for the drawee 
to write across the face of the bill, the word " ac- 
cepted." This is frequently done in red ink, but it is 
not necessary, the name is then signed and dated. 



When ipany acceptances are used, a rubber stamp 
is used instead of writing. If a bill is presented to 
a drawee for his acceptance, and he does anything 
to or with it which does not distinctly indicate that 
he will not accept it, he will be held as an acceptor, 
for it is his duty to put this question beyond all 
possibility of doubt. The words *' Accepted " or 
" Honored " without a signature, or the signature alone 
have been held equivalent to an acceptance. To avoid 
mistakes and misunderstanding, write " Accepted," 
date it, and sign your name. 

3 • Acceptance applies to bills and not to notes. 

4: • An acceptance is complete when in exact con- 
formity with the tenor of the bill. 

5 • An acceptance is qualified, when it is an agree- 
ment to pay, but at a different time, place, or in a 
different manner from the tenor of the bill. 

6 • An acceptance is conditional when the obliga- 
tion of payment is to commence on the happening of 
some particular event or circumstance. 

7 • If a qualified acceptance be offered, the holder 
may receive or refuse it. If he refuses it, he may treat 
the bill as dishonored, if he receives it, he should notify 
antecedent parties, and obtain their consent, without 
which they are not liable. 

8 • The proper and only safe way to refuse to ac- 
cept a bill is to make a positive refusal in words, but 
without writing. It has been said that, " I will not ac- 
cept this bill " being written upon it, is by the custom 
of merchants, a good acceptance. I do not think such 
a custom would hold in law, however, I would advise 
you to say NO. 

9 • There appears to be a conflict of authority as 
to whether a promise to accept a bill to be drawn is 
equivalent to acceptance. In England a promise to 
accept a non-existing bill is not valid as an acceptance, 
but it is etjuivalent to acceptance if the bill exists, and 
the promise positive, it may then be in the nature of a 
contract. I would advise you to be very careful in 
making such promises. 

10. If a bill is accepted in blank, the acceptor 
may be made liable for any amount which the person 
receiving it chooses to insert. It is not necessary 
that the bill be drawn by the same person to whom the 



blank acceptance is handed. Do not accept, indorse 
or sign any papers in blank, you may regret it. 

1 1 , The Secretary of a corporation can accept ne- 
gotiable paper for the company only when authorized 
by the by-laws of the corporation. 

13 • The Treasurer of a corporation is presumed to 
have authority to make and accept negotiable paper 
without special authority. Such duties should be fully 
set forth in the by-laws. 

13 • The Cashier of a bank has no authority to ac- 
cept for accommodation. 

14. Authority to accept or indorse commercial 
paper in the prosecution of the business of a corpora- 
tion does not extend to accepting and indorsing for ac- 
comodation, as corporations themselves have no such 
power. 

15. The acceptance would bind the agent person- 
ally. 

16. No. 

17. An acceptance once made cannot be with- 
drawn. 

18* Every acceptance admits the signature of the 
drawer. The acceptor is liable to an innocent holder 
for value, although the signature be forged. If a bill . 
be drawn by one as the agent of another, acceptance 
admits his authority to draw the bill, but not his 
authority to indorse it. If a bill be drawn in a ficti- 
tious name, the acceptor not only admits this to be 
good, but is said to be bound by any indorsement of 
the same name by the same hand. 

19. No, the acceptor will not be discharged from 
liability to pay to a holder who took the bill in good 
faith, without notice of the release. 

20. Brown would be personally liable, there is 
nothing to indicate for whom he is acting as agent, the 
the addition of the word agent to a name is not sufficient 
to exempt a party from liability on such a contract. 

21 • The drawee of a bill is allowed twenty-four 
hours after presentment in which to decide whether or 
not he will accept the bill — see question 8. 

83 . If a drawee has been presented with a bill for 
his acceptance, and he destroys or refuses to return 
the bill accepted or non-accepted to the holder within 
twenty-four hours after such presentment, or such 



other time as the holder may allow, he will be deemed 
to have accepted it. 

23 • A bill must be presented for acceptance when 
it is payable after sight, or in any other case where 
presentment for acceptance is necessary in order to 
fix its maturity, also where the bill is drawn payable 
>slsewhere than at the residence or place of business of 
the drawee. 

34 . If a bill be addressed to two or more drawees, 
who are not partners, presentment must be made to 
them all, unless one has complete authority to act for 
all, then presentment may be made to him only. If 
the drawee is dead, presentment should be made to 
his personal representative. Presentment must be 
made by or on behalf of the holder at a reasonable 
hour on a business day and before the bill is over-due. 

25 • A bill is dishonored by non-acceptance, when 
it is duly presented for acceptance, and when such an 
acceptance is refused or cannot be obtained, also when 
presentment for acceptance is excused and the bill is 
not accepted. 

26 • If a bill is duly presented for acceptance and 
is not accepted \Cithin the prescribed time, the person 
presenting it must treat the bill as dishonored by non- 
acceptance or he loses the right of recourse against the 
drawer and indorsers. 

27 • If a bill is dishonored by non-acceptance, an 
immediate right of recourse against the drawers and 
indorsers accrues to the holder, and no presentment 
for payment is necessary. 

28 . If a foreign bill of exchange is dishonored by 
non-acceptance it must be duly protested for non-ac- 
ceptance. If such a bill has not previously been 
dishonored by non-acceptance, is dishonored by non- 
payment, it must be duly protested for non-payment. 
If it is not so protested, the drawer and indorsers are 
discharged. 

29 • A bill must be protested on the day of its dis- 
honor. 

30 • Protest may be made by a notary public, or by 
any reputable resident of the place where the bill is 
dishonored, in the presence of two or more reliable 
witnesses. 

31 • The protest or a copy thereof must be annexed 
to the bill, and must be made under the hand and seal 



of the notary making it, and must specify when, whefe 
and how presentment was made, why it is protested 
etc. 

32 • A bill must be protested at the place where it 
is dishonored. 

• 

Accommodation Paper* 
Questions. 

1 , What is Accommodation Paper ? 

3. Have corporations the power to make or in- 
dorse for accommodation ? 

3 • Is accommodation paper good in the hands of 
a bona fide purchaser for value ? 

4:, Is an innocent purchaser of accommodation 
paper protected ? 

5 • Has a corporation power to lend its credit, by 
issuing its bonds ? 

6 • What is evidence of notice that paper has been 
indorsed for accommodation ? 

7 . Have the officers or agents of a corporation 
power to indorse for accommodation ? 

8 • If a managing agent acceptsi. for accommoda- 
tion, will it bind the corporation ? 

9 • Is the acceptor or maker of an accommodation 
bill bound to the drawer, payee or holder ? 

lO, Is accommodation paper within the scope of 
partnership business ? 

11 • What is the effect of a transfer of accommoda- 
tion paper as Collateral Security ? 

12 . Will an insane person be liable as indbrser on 
the renewal of an accommodation note ? 

13 . Can a National Bank receiver recover upon 
notes made for the accommodation and sole benefit of 
the bank, without consideration ? 

14. Are accommodation indorsements or accept- 
ances by a National Bank void in the hands of holders 
with notice ? 

Accommodation Paper* 
Answers. 

1 . Accommodation Paper is a device to supply 
credit. It is a bill or note for which the maker or ac- 
ceptor has received no consideration, but has lent his 



name and credit to accommodate the drawer, payee or 
holder. He is not bound to the party he accommo- 
dates, but he is bound to all other parties, just as 
though there had been a good consideration, otherwise 
it would not be an effectual loan of credit. The party 
accommodated is bound to take up the paper, or to 
provide the accommodation acceptor, maker or in- 
dorser with funds to do so, or to indemnify him for 
taking it up. 

3 • A corporation has no power to make or indorse 
commercial paper for the mere accommodation of an- 
other person or corporation, unless the power is ex- 
pressly conferred by its charter or governing statute, 
but no such charters are known to have been granted. 

3 • Accommodation paper is good in the hands of 
an innocent purchaser for value. If a corporate officer 
or agent has apparent authority to make or indorse 
such paper, it will be good as against the corporation 
in the hands of a bona fide purchaser for value before 
maturity without notice that it is accommodation paper. 
There are circumstances under which such paper may 
be enforced against the corporation, although in the 
hands of persons chargeable with notice of the cir- 
cumstances under which it is executed. 

4 . An innocent purchaser of accommodation paper 
is protected, if purchased for value without notice of 
its character. 

5, No. 

6 • It is difficult to detect upon the face of the in- 
strument. Verbal or written notice should be obtained 
if possible. 

7 , They have not. 

8 . It will not, without authority or ratification. 
9 • No ; see question No. i . 

10. No, it is not. When such paper is issued, with 
the assent of all the partners, an innocent purchaser 
for value without notice will be protected. 

11. It is universally conceded that the holder of 
an accommodation note, without restriction as to how 
it should be used, may transfer it, either in payment, 
or as collateral security, for an antecedent debt, and 
the maker will have no defence. 

12 . An accommodation indorser on a note given in 
renewal of a note on which he was also accommoda- 



tion indorser, at its maturit}% is not relieved of liability 
because of his insanity at the time of signing it, if the 
bank taking it in renewal had no notice of his insanity 
and he having been sane when the prior note was 
executed. 

13. No. 

14. Yes. 



Account Books. 
Questions. 



1 . How should the account books of an individual, 
firm or corporation be devised ? 

2 • Where should account books be kept ? 

3. Would you recommend the use of Loose-leaf 
Ledgers ? 

4 . What is your opinion of the " Card System " of 
keeping accounts ? 

5 . How will Loose-leaf Ledgers and Card Systems 
stand in law, compared with the regular boimd account 
books? 

Account Books. 
Answers. 

1 , All account books should be devised to meet 
the special requirements of the business. They should 
be made of first-class material, ruled in bright colors, 
to be easy on the eyes, and contain special columns 
for all important accounts to save as much posting as 
possible. When account books are so arranged, they 
will save time, work and money. 

3. Account books should be kept in the safest 
place possible — the best is the cheapest. A fire and 
burglar-proof vault should be provided for all large 
concerns, banks, etc., where the books can be laid flat, 
instead of standing on edge as is necessary with a safe. 
When a safe is used, I would advise you to have the 
appartments made so the books can lay flat ; they will 
last much longer. 

3. Loose-leaf Ledgers are very convenient and 
save a great deal of time and expense. I recommend 
their use, where the business warrants a change, and 
when the accounts are running and numerous. 

8 



4. The Card System is almost invaluable for a 
pjreat many purposes, in fact I do not see how it could 
be dispensed with. It can be used to great advantage 
in keeping the accounts of many concerns, where the 
accounts do not have many items. I devised a card 
system for a Building and Loan Association in 1896 
having 8,000 accounts. It is operated with ease and 
accuracy. 

5, This is my only objection to the Loose-leaf 
Ledgers and Card Systems. If called upon to produce 
accounts in Court, the regular bound account books 
are there and speak for themselves, but with Loose-leaf 
I^edgers and Card Systems, where they are removed 
and replaced, it is a question whether they will stand 
in Court. To alter or destroy an account or page in a 
bound book would at once look suspicious, but it would 
be an easy matter to alter whole accounts and pages 
by the other systems ; their safety and legality will not 
be known until there is a Supreme Court decision on 
them. 

Accounts* 
Questions. 

1 o How should the account books of an individual, 
firm or corporation be devised and kept ? 

2, Have the Stockholders of a corporation the 
right to investigate the accounts of the company ? 

3 • Has the Treasurer of a corporation the right to 
settle "his own accounts ? 

Accounts* 
Answers. 

1 • Account books should be devised to meet the 
special requirements of the business, so as to give the 
best and most detailed information with the least 
amount of labor and expense. In a large business, 
especially manufacturing, it is difficult to devise a sys- 
tem of accounting to produce accurate cost for the 
various articles manufactured, but it can be done to a 
nicety by those experienced in such work. AH books 
should be kept by Double Entry. If a new busi- 
ness is started, or if the books of a going concern 
are not properly devised or kept, I would advise you to 



call D. A. Keister & Co., the well-known Public Ac- 
countants, of 88 Wall Street, New York City. They 
can devise a system for you that will not only produce 
all the detail information that may be required, but 
will save you time and money, and make it more diffi- 
cult for dishonest employees to practice fraud and de- 
ception. 

2, The stockholders have a right to investigate 
the accounts of the company, but it is customary for 
them to appoint an investigating committee, with power 
to employ expert assistance. For work of this charac- 
ter, of course, it is necessary to secure the services of 
experienced and reputable men. You better consult 
D. A. Keister & Co., Public Accountants and Auditors, 
88 Wall Street, New York City. 

3. No; the Treasurer of a corporation can not 
settle his own accounts. He has no authority, by virtue 
of his office, to pay to himself his own claim against 
the company until the claim has been approved and 
ordered paid by the proper officers. 



Accotsnting* 
Questions. 

1 . Do business men place sufficient value on good 
accounting ? 

a . How do business men, manufacturers and others 
lose by poor accounting systems ? 

3 • How should the work in the counting room be 
divided ? 

4 • How much help should be employed in the ac- 
counting department ? 

5 • What have you found by your experience as an 
Auditor to be the most economical arrangement of the 
office force ? 

6 . Is there an authentic American work on Ac- 
counting ? 

7 • Dc you favor the " Voucher System " of Ac- 
counting ? 



D. A. KEISTER & CO. 

PUBLIC ACCOUNTANTS AND AUDITORS. 
88 WALL STREET, NEW YORK. 
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Accoutitins:* 
Answers. 

1 , The majority of them do not, they look upon 
it as an unproductive outlay, the result is that many of 
them do not only overwork and underpay their book- 
keepers, but they turn a deaf ear to modern methods 
and frequently fail or are ruined by defalcations. 
Every business should have the very best and most ac- 
curate system that can be procured. It will be the 
cheapest in the end. 

3 • Unless a thorough accurate system of account- 
ing is adopted, it will be next to impossible to ascer- 
tain where losses arise. A manufacturer must know 
the exact cost of each article manufactured, the busi- 
ness man and merchant must know by his accounts 
which goods are profitable, and which are not. 

3 • It would be difficult to outline the routine work 
of the counting room here, but I would suggest that 
each employee be assigned to his particular duties and 
be held strictly responsible for everything connected 
therewith. The work should be arranged so that one 
would not interfere with the other. Have a time for 
everything, and everything in its time, and require de- 
tailed daily reports from each department through the 
office manager. 

4 • Eight or nine hours work a day is enough for 
any man to do. The force should be sufficient to do 
the work in that time. The duties of a bookkeeper 
and clerk are usually under-estimated, and while it is 
often necessary to work nights, they should have suffi- 
cient help to keep the work up to date by working 
hard for eight or not more than nine hours a day. 

o. The most economical arrangement is the one 
where the help is ample to do the work in reasonable 
hours; where the compensation is in proportion to abil- 
ity, duties and responsibilities; where the responsibility 
is fixed; where the employees are under bond and 
where regular audits are made by a reputable firm of 
Auditors. 

6. Keister's Corporation Accounting and Audit- 
ing is the highest work in the English language on 
Higher Accounting. It covers the entire field, has 
537 pages, is bound in full leather and costs but $4.00 
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delivered. Can be had of D. A. Keister & Co., Account- 
ants and Auditors, 88 Wall Street, New York City. 

7 . Yes, this system is fully illustrated and explain 
ed in the work referred to in answer six above. 



Administrators and Executors. 
Questions. 

1 . How is property disposed of by Will ? 

2. What is a Codicil? 

3 • How are wills revoked ? 

4 • By whom are executors and administrators ap- 
pointed and what are their general duties ? 

6 • Can a corporation act as an administrator or 
executor ? 

6. What is the mode of transferring shares in 
names of joint executors ? 

7 • What is the responsibility of a corporation in 
case of an administrator's sale of shares under order 
of Court ? 

8 • Is a corporation chargeable with notice of the 
fiduciary character of an administrator and assignee 
holding its shares ? 

9 • Has an administrator or executor the right to 
vote at corporate elections ? 

10 • What is the duty of a corporation in case of an 
administrator's sale of shares ? 

11. Is an administrator or executor personally li- 
able as a shareholder? 

13, If an administrator or executor deposits the 
estate funds in the name of the estate, as executor or 
administrator, and the bank fails, is he personally 
liable ? 

13, If an administrator or executor deposits the 
funds in his own name, is he personally liable if the 
bank fails ? 

14 . In dealing with an administrator or executor, 
what are the principal things to guard against ? 

Administrators and Executors. 
Answers. 

1 . It is very difficult to make an unobjectionable 
will. There are some blank forms for wills printed, but 
there are but few cases in which theiy can be applied, 
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as they are made under a great variety of circumstances. 
One may be called upon to make his own will, or for a 
friend or neighbor, under circumstances that would not 
permit delay, and they may be properly drawn where 
the author has a knowledge of the legal principles, but 
in every instance a competent lawyer, experienced in 
this branch of law, should be consulted whenever it is 
possible so to do. 

Any person of full age and sound mind and memory, 
and not under any restraint, having any property, per- 
sonal or real, or any interest therein, may give and be- 
queath the same to any person by the last will and 
testament lawfully executed. In some of our States 
minors may bequeath personal property, and a frequent 
limitation of the age for such bequests, is eighteen 
years for males and sixteen for females. 

The testator should say distinctly, in the beginning 
of the instrument, " that it is his last will, " while the 
law gives effect to a last will always, it is well and 
usual to say " Hereby revoking all former wills, '* pro- 
vided, however, other wills have been made. 

Every last will and testament should be in writing, 
and signed at the end thereof, by the party making the 
same, or by some other person in his presence and by 
his express directions, and should be attested and sub> 
scribed in the presence of such party, by two or more 
competent witnesses, who saw the testator subscribe, or 
heard him acknowledge the same. The witnessing 
part is of very great importance. The requirements 
in the different States are not precisely alike; but they 
are all intended to secure such attestation as will leave 
the fact of the execution of the will, and its publication 
as such, beyond doubt. A testator should sign, seal 
and declare it to be his last will and testament in the 
presence of two or more disinterested persons as wit- 
nesses, and each should then, in the presence of the 
testator and of the other witnesses, sign his name as 
witness. 

Each should see the execution which he says he 
witnesses ; and the signing by the ^vitnesses should all 
be seen by the testator when possible. If the testator 
is too feeble to write his name, let him make his mark, 
which is usually the cross. 

It is important that witnesses should be selected 
with great care, as their evidence is first to be taken if 
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a question should arise regarding the testator^s sanity. 
Married women, minors and any other person compe- 
tent to transact ordinary business may be witnesses, 
but no person should be a witness who is a legatee, or 
an executor or otherwise interested in the will. When 
a legatee is the only witness by which a will can be 
proven, the devise or bequest to him is rendered void, 
thus leading to unintended results. 

In the body of the will, the testator should express 
his wishes as clearly and accurately as possible. 

The word ''bequeath" applies properly to personal 
estate, only, the word "devise" to real estate only, 
therefore it is safe to begin, "I give, bequeath and de- 
vise my estate and property as follows: that is to say," 
then proceeds to say what shall be done with each 
piece of property, or sum of money. 

A testator should always name his executors; but the 
will is perfectly good without any executor being 
named, for the Court will appoint an "Administrator" 
with the will annexed. 

2 • A codicil is a small additional will, it is a testa- 
mentary disposition, not revoking the former will, but 
var}dng it in some way, or making changes. There can 
be but one will, and that the last; yet there may be any 
number of codicils, all valid. 

3 • A will shall be revoked by the testator tearing, 
cancelling, obliterating, or destroying the same, with 
the intention of revoking it, by the testator himself, or 
by some person in his presence, or by his direction; or 
by some other will or codicil, in writing, executed ac- 
cording to law. 

A will is revoked by the operation of law, if the 
testator afterwards marry and have a child. If after 
this a testator intends that his will shall take effect, he 
should expressly confirm it, or better still, make a new 
will. If a testator leaves anything to his wife, and in- 
tends that she should have it instead of dower, or of 
the additional rights which recent statutes in some of 
the States have given her, he should say so. Then she 
will not have both, but may choose between the provi- 
sions of the law and that of the will, taking whichever 
she prefers, and leaving the other. 

4 • An executor is a person named in the will of a 
deceased person, to settle his or her estate. There 
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may be one or more, male or female. An administra- 
tor is one appointed by the Court to settle the estate of 
a deceased person. If the deceased left a will, but did 
not appoint an executor, or the appointed executor re- 
fuses to act, resigns, or dies, or for any other reason 
fails to act, an administrator is appointed by the Court, 
" with the will annexed." The wife of a deceased 
husband or the husband of a deceased wife, generally 
has the right to be appointed administrator, after them 
the next of kin in the order of relationship. But the 
Courts have some discretion in the matter. 

In this country, the judicial officer, or judge who 
has charge of the settlement of estates, proof of wills, 
and of proceedings under them, is generally called the 
Judge of Probate, Surrogate, Registrar of Wills or Pro- 
bate, Judge of the Orphan's Court, etc. The Judge of 
Probate, etc., is usually a county officer, and his juris- 
diction is limited to his own county. 

An administrator derives his authority from the 
Court. While the title of an administrator does not 
exist until the grant of administration, it goes back to 
the death of the deceased, but then only in order to 
protect the estate, and not for any other purpose. The 
duties of an administrator are substantially the same 
as those of an executor ; excepting that he must dis- 
tribute and dispose of the estate as the law requires, 
as he has no will to direct him, unless he is an admin- 
istrator with the will annexed. 

An executor derives his authority from the will, and 
his duties begin at the death of the testator. 

While the property of a testator must be distributed 
and disposed of as directed in the will or by order of 
the Court, the law must in all cases be complied with. 
Many persons are appointed to act as executor or ad- 
ministrator who have little or no knowledge of the law 
governing their duties and actions, but in all cases, and 
at all times, the Court will instruct and direct upon all 
matters, and its orders must be carried out. 

For an executor or administrator to properly con- 
duct and close up an estate, they should make a com- 
plete study of all laws governing such matters of the 
State in which the estate is located. This is a broad, 
deep subject, and should be thoroughly understood, as 
one is apt to be called upon at any time to serve in 
this capacity. 
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When an estate consists of real estate only, it is not 
so difficult to close up as when it consists of real and 
personal property, that is, when the testator was a joint 
or sole owner in a mercantile or manufacturing busi 
ness. 

Every executor. or administrator shall, within three 
months after his appointment, make and return upon 
oath, into Court, a true inventory of all the goods, 
chattels, moneys, rights and credits of the deceased, 
which are, by law, to be administrated, and which shall 
have come to his possession or knowledge. 

If the Court, at the time of granting letters of ad- 
ministration or letters testamentary, shall think proper, 
it may also order the executor or administrator to also 
include in the inventory an appraisement of all the 
real estate of the deceased. 

The estate and effects comprised in the inventory 
shall be appraised by two (in some States three), suit- 
able, disinterested persons, who shall be appointed by 
the Court, and sworn to a faithful discharge of their 
trust. 

A notice of the time and place of making such in- 
ventory .and appraisment shall be served by the exec- 
utor or administrator not less than five days previous 
thereto, on the widow, creditors, legatees, and next of 
kin. At the appointed time, the appraisers shall, in 
the presence of such legatees, or creditors of the 
testator, as shall attend, proceed to estimate and ap- 
praise the property and estate ; and each article or 
item shall be set down separately with the value thereof, 
in dollars and cents, in plain figures. 

The inventory shall contain a particular statement of 
all bonds, mortgages, notes and all other securities for 
the payment of money, belonging to the deceased which 
are known to such executor or administrator, specifying 
the name of the debtor in each security, the date, the 
sum originally payable, the indorsements thereon, if 
any, with, their dates, and the sum which, in the judg- 
ment of the appraisers can be collected on each claim. 

The inventory shall also contain a statement of all 
other debts and accounts belonging to the deceased, 
which are known to such executor or administrator, 
specifying the name of the debtor, the date, the balance 
or thing due, and the value or sum which can be col- 
lected thereon, in the judgment of the appraisers, 
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The inventory shall also contain an account of all 
money belonging to the deceased, which shall have 
come to the hands of the executor or administrator ; 
and if there be none, the fact shall be so stated in said 
inventory. 

In some States the appraisers shall also set off and 
allow to the widow, and children under the age of 
fifteen years, if there be any, or if there be no widow, 
then to such children, sufficient provisions or other 
property to support them for twelve months from the 
death of the decedent and if the widow or children 
have, since the death of the deceased, and previous to 
such allowance, consumed for their support any portion 
of the estate, the appraisers shall take the same into 
consideration in determining the amount of the allow- 
ance. 

When there is not sufficient personal property, or pro- 
perty of a suitable kind, to set off to the widow or chil- 
dren, the appraisers shall certify what sum or further 
sum, in money, is necessary for the support of such 
widow or children. 

The appraisers shall not include in the inventory, 
the provisions, property or money, set off and allowed 
by them, to the widow or children, but the same shall 
be stated in a separate schedule, signed by them and 
returned, with the inventory, to the Court, by the exec- 
utor or administrator. 

Upon the completion of the inventory, it shall be 
signed by the appraisers, and a copy thereof shall be 
retained by the executor or administrator, and he shall 
return the original to the Court. 

If an executor or administrator shall neglect or re- 
fuse to return such inventory within three months after 
his appointment, the Court shall issue an order requir- 
ing such executor or administrator to return an inven- 
tory according to law, or to show cause before the 
Court why an attachment should not be issued against 
him. 

Whenever personal property, or assets of any kind, 
not mentioned in any inventory that shall have been 
made, shall come to the knowledge or possession of an 
executor or administrator, he shall cause the same to 
be appraised in the manner aforesaid, and an inventory 
thereof to be returned within two months after its dis- 
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covery. The making and return of such inventory 
may be enforced in the same manner as in the case of 
the fir^t inventory. 

The executor or administrator shall, as far as he is 
able, collect the assets of the estate, within one year 
after the date of the administration bond. 

If, from the situation of the assets belonging to the 
estate, more than eighteen months, from the date of 
administration bond, is required for their collection, 
the Court may, upon motion, and being satisfied thereof 
by the affidavit of the executor or administrator, extend 
the time for that puipose. 

Every executor or administrator shall, within eighteeij 
months after his appointment, render an account of 
his administration upon oath, and he shall in a like 
manner render such further accounts of his adminis- 
tration, every twelve months thereafter, and also at 
such other times as may be required by the Court, 
until the estate shall be wholly settled, and he may be 
examined upon oath on any matter relating to his 
accounts and the payments therein mentioned, and 
also touching any property or effects of the deceased, 
which have come to his hands. 

The time allowed by the Court to collect the assets 
of the estate shall not operate as an allowance of 
further time to file the accounts. 

If any executor or administrator shall fail to render 
his accounts as directed, he may be compelled to do 
so, as in case of failing to file an inventory. 

In rendering such account, every executor or admin- 
istrator shall produce vouchers for all debts and lega- 
cies paid, and for all funeral charges, all just and 
necessary expenses, which vouchers shall be filed with 
their amounts, and they, together with the account, 
shall be deposited and remain in the Probate or Surro- 
gate Court. 

No executor or administrator shall be accountable 
for any debts inventoried as due to the deceased, if it 
shall appear to the Court that they remain uncollected 
without his fault. 

Many other points relating to the sale of real and 
personal property, distribution of proceeds, proceed- 
ings by creditors, against heirs and devisees, proceed- 
ings when estate is insolvent, etc., might be given, but 
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it is thought that sufficient has been stated to guide 
you. However, a careful study of the statutes of your 
State should be made. 

After the law has been complied with, it is an easy 
matter to conduct the accounts of an estate, yet many 
points arise that require the nicest discrimination. 

While the law requires an inventory to be taken 
within three months after an executor or administrator 
has been appointed, it should be taken at the earliest 
possible moment, as the inventory is intended to be as 
at the death of the testator. When an estate consists 
of real estate only, a delayed inventory may not cause 
much trouble or inconvenience, but when a part of the 
estate consists of a business house with a large stock 
of goods, and the business is to be continued, it will 
become more difficult the longer it runs. 

When the business of a testator is to be continued 
by an executor or administrator, I would advise in all 
cases to open a new set of books according to the 
inventory taken by the appraisers. Although the 
appraisers have nothing to do with the testator's liabil- 
ities, the executor or administrator, should ascertain the 
items and amounts as completely and accurately as 
possible. The books should be devised to meet the 
special requirements of the business, and be kept by 
double entry. 

The books should be so arranged and kept that the 
true condition of the business might be shown at all 
times. This point is of the greatest importance to 
executors and administrators, because the law holds 
them personally responsible for the liabilities under 
certain provisions. 

If other assets should come into the hands of the 
executor or administrator properly belonging to the 
inventory, or if other liabilities should be ascertained 
after the books have been opened, they should be 
entered at once, with proper explanations. 

The yearly allowance and annuities to the widow 
and children must be entered as liabilities ; they are 
not payable, however, until after the payment of debts. 

Within eighteen months after an executor or admin- 
istrator has been appointed, he must file an account of 
his administration, also every twelve months thereafter, 
until a final account is rendered. With these accounts 
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all vouchers for expenditures must also be filed. To 
comply with this requirement, a voucher check should 
be used for the payment of all accounts and bills, ex- 
cept for small items of expense where a voucher can 
not be had. 

For these the executor or administrator should make 
a voucher weekly or monthly. 

In rendering an account for an estate of this kind, 
two accounts should be made, one for the business and 
one for the estate proper. 

The account for the estate should show receipts and 
expenditures itemized, with vouchers numbered, while 
the business account should show the accounts as 
taken from the Ledger, showing the voucher numbers 
for each account, that is, say the Rent account is 
$2,000. the amount would be covered by voucherr 
1 127 to 1 139, etc. 

Should you ever be called upon to act as executor 
or administrator, or to keep the accounts of an estate, 
study carefully the laws of your State, and if an attor- 
ney is not employed, go to the Court for instructions 
and information. 

5 • The only corporations that may act as adminis- 
trator or executor, are those having authority by their 
charter. Trust Companies are incorporated in many 
of the States with power to act as Executors and 
Administrators. 

6. When shares are held in the names of joint 
executors, all of them must join in a transfer of the 
shares so held. 

7 • When an administrator sells corporate shares 
without an order of the court, the sale must be a 
public one. If the sale be a private one, it must be 
under order of the Court, and in strict compliance 
with that order, therefore, it is the duty of a corporation 
to ascertain whether the terms of the Court have been 
fully complied with before it allows shares to be 
transferred by the administrator. If the Court's order 
has not been properly carried out, the corporation will 
be liable for the loss occasioned by a transfer and 
the issue of new certificates. 

8 • It depends largely upon the nature of the trust. 
The laws are in favor of the corporation when it acts 
in good faith, but to avoid complication and possible 
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loss and litigation, I would advise every corporation to 
have proof of authority before transferring shares for 
administrators, executors, guardians, assignees, etc. 

9. Yes, they have the right to vote, and without 
any formal transfer of the shares to them on the books 
of the company, but the corporation should have proof 
of their fiduciary capacity by producing testamentary 
letters. 

10. Before a corporation should transfer shares 
which have been sold by an administrator, it should 
ascertain fully, the administrators right to sell, and if 
the sale was in strict compliance with the law and 
order of the Court. If transfers are made without 
ascertaining these facts, the corporation will be liable 
to the estate. 

11. It depends largely upon the terms of the will 
and the charter of the corporation. By the National 
Bank Act, persons holding shares as executors, 
administrators, guardians or trustees shall not be 
personally subject to any liability as Shareholders, 
but the estates and funds in their hands shall be liable. 
There are many things, however, that will make an 
executor or administrator liable as shareholder, and 
if you should be called upon to act in such capacity, 
do not make any investments, sales, transfers or any 
important transaction without the order of the Court 
and competent legal advice. 

13 • No, he would not be liable if he acted in good 
faith, and the bank was generally known or believed 
to be a sound one. 

13. Yes. 

14. To see that they have proper authority, and 
that they act according to law and fulfill strictly every 
detail in every order of the Court. 
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Agents* 
Questions. 

1 „ Are the shareholders the agents for the corpor- 
ation ? 

2 • Are the individual directors the agents for the 
corporation ? 

3 • Is each partner an agent for the firm ? 

4. What is the distinction between general and 
special agents with reference to their implied powers ? 

5 • Can an individual or corporation do by an agent 
whatever they could do themselves ? 

6. Has an agent power to execute commercial 
paper ? 

7 • Has an agent power to indorse commercial 
paper ? 

8 . Has an Agent power to indorse for accomoda- 
tion ? 

9 . If an Agent draws a bill in his own name, ajid 
the instrument shows that payment is to be made on 
account of his principal, can the drawee maintain an 
action against the agent ? 

10 • If a note is signed by an agent, and the word 
agent added, but there is nothing to indicate the princi- 
pal, who is liable ? 

11 • Is authority to draw, also authority to accept 
and indorse ? 

12, Is a corporation liable for the frauds of its 
agents ? 

13, Are corporations bound by the acts of their 
agents the same as individuals ? 

14, What is the liability of an Agent when he ex- 
ceeds his authority ? 

15, If I am trustee for the management of certain 
property, can I delegate the performance of any of my 
trust duties to an agent ? 

16, If I am required in an action to make a cer- 
tain affadavit, can it be sworn to by my agent ? 

17.1 gave my agent authority to sign a note for 
me, payable in six months, he signed a note payable in 
sixty days, am I liable ? 

18. A, an agent made an unauthorized purchase 
of goods from B. C, attached these goods as the pro- 
perty of B, and then A's principal ratified the purchase. 
^ ^^ ^ ^ ^>as a right to the goods ? 
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Id. A note "sixty days after date I promise to pay 
$1000 etc. signed H. C. M. agent of A. C. J., who is liable 
on the note ? Suppose it had been signed H. C. M. 
agent for A. C. J. 

20 • A check payable to the order of John Doe, 
cashier of a bank, and indorsed by him, is he personal- 
ly liable as indorser ? 

Agfents 
Answers. 

1 . No they are not, unless specially appointed, a 
shareholder cannot bind his corporation by his ad- 
missions or acts, in the mere character of shareholder, 
unless he be an officer acting within his authority, to 
act as agent, he must be duly authorized. 

2 • No, not unless specially appointed. The direct- 
ors must act together as a board, the separate assent of 
a majority of the directors will not bind the corpora- 
tion if not obtained at a regularly convened meeting, 
unless it is subsequently ratified. When directors do 
not consult together as a board, their acts are private 
and unofficial. 

3 • Yes, every partner in an ordinary partnership is 
its general agent for the transaction of its business in 
the ordinary way, and the firm will be held responsible 
for whatever is done by any of the partners when act- 
ing for the firm within the scope of the authority con- 
ferred by the nature of its business. 

4 • There is little or no distinction between the im- 
plied powers of general and special agents, a general 
agent may have general authority to act in all matters, 
and a special agent has special authority to act in cer- 
tain things. 

6 • Yes, but the agent cannot do anything his prin- 
cipal could not do. 

6 • Not unless the authority be given, this authority 
is not presumed, but must be shown, excepting bank 
cashiers, their power is ascribed by implication of law. 

7 , Bank cashiers and the general managers of most 
corporations have power to indorse by implication of 
law. An agent of a corporation may have authority to 
transfer commercial paper by indorsement, without 
authority to bind the company as indorser. The power 
to make, accept or indorse commercial paper, like any 
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othef power in an agent of a corporation may, oil prin- 
ciples be inf rrei from the public habit of exercising 
it. 

8. No. 

9. No. 

10 • The agent would be liable, but if an indorsement 
be made in this form the agent would no/ be liable as an 
indorser, because it would be considered as intending 
only to pass the property in the paper and would be 
equivalent to an indorsement, "without recourse." 

1 1 • No, it is not. 
13. Yes. 

13. Yes, corporations are bound by the acts of 
their agents, done within the scope of their authority, 
just the same as individuals, unless their charters ex- 
pressly provide otherwise. 

14. When an agent exceeds his authority, he will 
be personally liable. 

15 . A trustee has no power to delegate the per- 
formance of any act which requires his personal dis- 
cretion. It is his personal qualification that has 
caused his selection as trustee. I might say however 
that where the acts are merely clerical, and require no 
discretion, the trustee can delegate such work to an- 
other. 

16. If the affidavit is one of mere form, an agent 
could be sworn, otherwise you would have to swear to 
it personally. 

1 *7 . No, a special power must be followed strictly. 

18. They belong to " C." Ratification does not 
relate back so as to defect the rights of intervening 
parties. 

19 . If the signature was H. C. M. agent of the A. 
C. J. the liability would rest on H. C. M. alone. If 
the signature was H. C. M. agent for A. J. C, A. J. C. 
would be held liable, the two expressions are not held 
to be identical. In Colorado *' Agent for'' will not 
bind the Principal. 

30. No, where negotiable paper is made payable 
to an agent of a corporation, as such, it is treated as 
payable to the principal, and an indorsement, " John 
Doe, Cashier " is held to be an indorsement by the 
principal. If the check had been payable to John Doe 
individually, he would have been personally liable in 

e indorsement. 
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Alterations of Commercial Paper 
Questions. 

1 . What is a material alteration of commercial 
paper ? 

2 • If the words " with interest " be added on a 
note, what is the effect of the alteration ? 

3 • If the name of a second indorser as additional 
payee is inserted on a note, what is the effect of the 
alteration ? 

4 . What would be the effect of the alteration if an 
additional name is added as maker to the face of a 
note? 

5 . If it is an alteration to add place of payment on 
a note, what would be the effect ? 

6 . If a certain rate of interest is added to a certi- 
ficate of deposit, what effect would the alteration have? 

7 • If the amount of a note is reduced, what effect 
would the alteration have ? 

8 • To alter the date of a check, what would be the 
effect ? 

9 • If the date of a note is changed, even though it 
benefit the maker, what would be the effect ? 

10 • What would be the effect if I procure an addi- 
tional signer to the face of a note, after its inception ? 

1 1 • What is the effect of an alteration of a surety 
bond ? 

13 • If the date of a note is altered, would it be 
void in the hands of an innocent purchaser ? 

13. If a draft is drawn payable in a certain place, 
and it is permitted to be accepted payable elsewhere, 
what would be the effect ? 

14 • If an extension of time of payment is indorsed 
on a note without consent of the maker, what would be 
the effect ? 

15 o Can mistakes in a note or bill be corrected ? 

Alterations of G>mmercial Paper* 

Answers. 

1 . A material alteration is one that will lessen or 
increase- the burden of any of the parties to a negoti- 
able instrument, such as changes in the date, time, 
place, amount, rate of interest, or change the liabilities or 
obligations of any or all of the parties, such as adding 
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or removing the name of a maker, drawer, indorser, 
payee or co-surety, or adding words of negotiability, 
changing the form of an indorsement, or changing. the 
Uability from joint to several. 

3. This would be a material alteration if added 
without consent, ^nd would release the maker and in- 
dorser, because it is a different contract than originally 
entered into. 

3 • It would release them. 

4 • It would release the other makers. 

5 • To alter a note by adding a place of payment 
without the consent of an indorser, would release the 
indorser. 

6 • If added without consent, it would destroy the 
certificate and extinguish the debt it represented. 

7 • If made without the consent of maker and in- 
dorser, they would be released. 

8 • If a bank pays a check with the date altered, it 
would have to make good the amount. 

9 • It would release him. 

10 • It would release the signers. 

1 1 • Even though the alteration be for the benefit 
of the surety, it would release him, if made without his 
authority. 

12. Yes. 

13. The acceptance would release the drawer and 
indorsers and make the collecting bank absolutely 
liable for its payment. 

14. An indorsement so made, without the consent 
of the maker, is an alteration which would vitiate the 
note. 

15. Mistakes in a note or bill may be corrected, 
and the alteration will not vitiate it, when possible 
have the maker make the corrections. 



Assessments and Calls* 
Questions. 

1 . Can a corporation assess their shares after they 
have been fully paid for ? 

2 • Must assessments and calls be made ratably 
upon all shareholders of the same class ? 
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3. Do the directors of a corporation have the 
power to make assessments ? 

4 • Can a corporation forfeit the shares of a member 
for non-payment of assessments ? 

5 • Can the shareholders be assessed for the benefit 
of creditors after insolvency of the corporation ? 

6 • When will an order to assess shareholders be 
not granted ? 

7 . Can solvent stockholders be assessed to make 
up deficiency by insolvency of other stockholders ? 

8 • Can a Receiver, Assignee or Trustee sue at Law 
to recover assessments from shareholders ? 

9. Can a corporation make by-laws declaring a 
forfeiture of shares for non-payment of assessments 
and calls ? 

10 • What notice must a corporation give a share- 
holder, before his shares can be sold to pay assess- 
ments ? 

1 1 • Can a corporation sue for balance due after 
forfeiture and sale ? 

13. Does a forfeiture of shares release a share- 
holder's liability to creditors ? 

13 • Can a corporation forfeit shares that have 
been paid in full ? 

14. If a stockholder's shares are forfeited, and 
are sold for more than his indebtedness to the corpora- 
tion, is he entitled to the residue ? 

15 . If the shareholders of a National Bank assess 
themselves to restore impaired capital, will this dis- 
charge them from their individual liability ? 

16. If the Comptroller of the Currency orders an 
assessment upon the stockholders to wind up an insolv- 
ent National Bank, can they appeal ? 

17. If a stockholder of an insolvent National 
Bank is also one of its creditors, can he cancel or 
diminish an assessment by offsetting his individual 
claim ? 

18. If a National Bank becomes insolvent, will a 
transfer of his stock relieve a shareholder of his 
liability ? 

19. If I become a shareholder in a National Bank, 
will I become liable for assessments for the debts of 
the bank while I hold such stock ? 

30« Who is liable for assessments on National 
Bank stock held in the names of minor children ? 
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5{1 • Do assessments upon the shareholders of an 
insolvent National Bank, made by the Comptroller of 
the Currency, bear interest ? 

!3!4 • If a National Bank becomes insolvent, who 
decides whether there is a deficiency of assets, and 
when it is necessary to enforce the individual liability 
of shareholders ? 

!43 • Is the estate of a deceased owner of National 
Bank stock liable to an assessment levied against his 
executors, if the bank fails after his death ? 

34 • Is a trustee holding shares in a National Bank 
personally liable for the debts of the bank ? 

25 • Who is liable as shareholder in a National 
Bank? 

SJ6. Is a married woman who owns stock in a 
National Bank liable to assessments ? 

JJ7 • Does a discharge in bankruptcy release a 
shareholder of a National Bank from his statutory indi- 
vidual liability to creditors of the bank ? 

Assessments and Calls* 
An8wer5. 

1 • No corporation has the power to make an 
additional assessment upon the shares of its capital, 
after they have been paid for in full, unless this authority 
is given by statute. 

J5 . An assessment, to be valid, must be made upon 
all the shareholders alike, who belong to the same 
class. 

3 • The directors of a corporation have the power 
to make assessments on unpaid stock, such call or 
assessment, must be made by a formal action of the 
board, and evidenced by the minutes of their proceed- 
ings. For assessments on full paid stock, see question 
No. I. 

4 • No corporation has the power to enact a by-law 
to forfeit the shares of a member for non-payment of 
assessments, unless the power is given by the Charter. 

5. If their subscriptions are not fully paid, the 
stockholders can be assessed. If the stock is single 
liability, and fully paid, they cannot be assessed. If 
the stock is double liability as in a National Bank, the 
stockholders can be assessed equal to the amount of 
stock held. 
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C5 • An order to assess shareholders in liquidation, 
will not be granted until all the assets have been 
exhausted. 

7 . It is held by good authority, that the solvent 
members are liable to be assessed for the purpose of 
making up the deficiency produced by the failure of 
those who are insolvent. Of course they cannot be 
assessed beyond their full statutory liability. 

8. Yes. 

9 . It cannot, unless the power is expressly conferr- 
ed by some statute, or by the articles of incorporation. 

10. Notice for sale of shares for non-payment of 
assessments is generally perscribed by statute or by-law, 
which must be followed. If no provision is thus made, 
the notice must be reasonable, according to the 
circumstances. 

11. Yes, a shareholder remains liable to the 
corporation for the deficiency. 

12. When all the stock of a member is forfeited 
for non-payment of dues, he cannot be held liable as a 
stockholder for corporate debts. 

13. No. 

14. Yes, the balance must be paid to the share- 
holder. 

16. It will not. 

16. No, his decision is final.. 

17. No, he must take chances with the other 
creditors. 

1 8 • No, such a transfer is fraudulent. 

19. You will become liable for assessments to the 
extent of your statutory liability for all debts of the 
bank existing while you hold such stock. 

20. One buying stock in a national bank in the 
names of his minor children, himself becomes liable 
to assessment, as a shareholder, for minors are in- 
capable of assenting to become stockholders, so as to 
bind themselves to the liabilities thereof. 

21 . Yes, they bear interest from the date of the 
order. 

22 . It is for the Controller of the currency to de- 
termine. His decision is final and conclusive. 

23 . The estate will be liable, not the executor per- 
sonally. 

24 . He would be personally liable, unless his trus- 
teeship appears on the books of the bank. 



25 • The person in whose name shares of the stock 
ot a national bank stand on the bank books is subject 
to the individual liability of shareholder, although his 
holding of the stock was originally as collateral secur- 
ity for a loan, and the loan has been repaid and the 
stock certificate surrendered with an executed power of 
attorney for transfer. 

26. Yes. 

27 • Yes, if at the time of his discharge, the claims 
of such creditors were provable, not merely contingent. 



Assigfnments for Creditors* 
Questions. 

1 • Can the directors of a corporation make an as- 
signment for the benefit of creditors without the au- 
thorization of the stockholders ? 

2 • Does an assignment dissolve a corporation ? 

3 • Will a judgment after an assignment for credit- 
ors hold? 

4 • Can an assignee bring suit against the directors 
of a corporation for unlawfully declaring dividends ? 

5. Can a shareholder assign his shares for the 
benefit of his creditors. 

Assignments for Creditors* 
Answers. 

1 • Directors can make an assignment of all the 
assets of the corporation for a ratable distribution 
among its creditors, without the assent of the stock- 
holders, unless the charter or statute enacts or implies 
the contrary. 

2 • Assignment by a corporation of all its property 
for the benefit of its creditors, does not extinguish it as 
a corporation. 

3. No. 

4 • Yes, it is the duty of the assignee to bring suit 
against the directors, if they have declared dividends 
out of the capital stock in violation of the law. If the 
assignee fails to do this, he will be personally liable to 
an amount which might have been realized by such 
suits. 
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5, A shareholder may assign his shares for the 
benefit of his creditors, but he will still be liable to the 
creditors of the corporation for the statutory liability. 



Assignees* 
Questions. 

1 . By whom are assignees and trustees appointed, 
and what are their general duties ? 

3 • Has an assignee the right to vote at corporate 
elections ? 

3 • How is a corporation to know that an assignee 
really is such ? 

4, Can a corporation be compelled to transfer 
shares to an assignee ? 

5 • If a note is signed " John Jones Assignee " 
would he be personally liable ? 

As&ignets. 
Answers. 

1 . An assignee is a person to whom an assignment 
is made by an insolvent debtor, to administer his 
affairs for the benefit of his creditors. 

A trustee is a person whom the Court has ap- 
pointed or whom the creditors have elected to hold or 
manage property for the benefit of another. 

When any person, partnership, association, or cor- 
poration, shall make an assignment of any property, 
money, rights, or credits in trust for the benefit of 
creditors, it shall be the duty of said assignee, within 
ten days after the delivery of the assignment, and be- 
fore disposing of any property so assigned, to appear 
before the Court, and give a bond for the faithful per- 
formance of his duties according to law^ 

The statutes are not so definite in their provisions in 
the matter of designating who may or may not be as- 
signees or trustees for the benefit of creditors, as they 
are as to guardians, administrators, or executors. But 
they do provide that the Court must remove an as- 
signee who does not give proper bond within ten days, 
and appoint a trustee in his place. 

As soon as the assignee shall have given bond, the 
Court in some States must appoint suitable, disinter- 
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ested persons as appraisers of the property and assets 
of the assignor. 

If the assignee fails to give bond, then such ap- 
praisers must be appointed for the same purpose, as 
soon as the trustees shall be appointed, and shall have 
given bond. 

The assignee or trustee must, within thirty days 
after giving bond unless the Court shall allow a longer 
time, make and file in the Court an inventory, verified 
by his oath, of all the property, money, rights, and 
credits of the assignor included in the assignment, 
which shall have come to his possession or knowledge, 
together with an appraisement thereof by the apprais- 
ers under their oath. 

At the end of filing the inventory, the assignee or 
trustee must also file a schedule of all the debts and 
liabilities of the assignor within his knowledge. This 
schedule must be verified by the oath of the assignee 
or trustee, and must contain the post-office address of 
each creditor,as far as the same can be given. 

The assignee or trustee shall proceed at once, to 
convert all the assets received by him, into money, 
and to sell the real and personal property assigned, in- 
cluding stocks, bonds, etc. upon such terms as the 
Court may order. 

Whenever the Court shall be satisfied that it would be 
for the advantage of the creditors of the assignor, the 
Court may order the business to be carried on by the 
assignee. 

At the expiration of eight months, (in some states 
one year) from the appointment and qualification of the 
assignee or trustee, and as often thereafter as the 
Court may order, an account shall be filed with such 
Court, by the assignee or trustee, containing a full ex- 
hibit of all his doings as such, together with the 
amount of all claims remaining uncollected and the 
amount, which in his opinion may thereafter be col- 
lected. 

Whenever on settlement the account shall show a 
balance remaining in the hands of the assignee or 
trustee, subject to distribution among the general credi- 
tors, a dividend shall de declared by the Court, pay- 
able out of such balance, equally among all the credi- 
tors entitled, in proportion to the amount of their 
respective claims against the assignor. 

32 



An assignee or trustee should direct that the books 
be opened to conform with the inventory of the apprai- 
sers, and should have them conducted upon the prin- 
ciples of double entry. The system of accounting 
should depend upon the nature and extent of the 
business. 

When the books have been properly opened and 
conducted, it is an easy matter to render a partial or 
final account. There is no prescribed form of such 
accounts, but they should be made in as simple a man- 
ner as possible, and the simpler and plainer it is, the 
better it is, if it be accurate and complete. 

Every assignee and trustee should have a thorough 
knowledge of the law. He should not transact any 
important business without the advice and consent of 
the Court, to whom he is responsible. 

There are so many points in which the assignee and 
trustee are held personally liable, that I would advise a 
written order from the Court, for all important matters. 
Trouble might be saved also, by seeing that such or- 
ders are entered upon the Court Journal. 

2. Yes. 

3 • He should be compelled to show the papers of his 
appointment. 

4, Yes, but the assignee should give sufficient 
bond of indemnity to protect the company, if the origi- 
nal certificates are not surrendered. 

5 • Yes. 



Audftmgf 
Questions. 



1 . Is it necessary for an individual, firm or corpo- 
ration to have their books, accounJ;s and financial af- 
fairs audited at regular intervals by disinterested audi- 
tors? 

2 • What is to be gained by having ones books and 
accounts audited and investigated? 

3 • By whom should ones books be audited? 

4 • What is the expense of an audit by a reputable 
and reliable firm of Public Accountants? 

5 . Is there any guarantee that a regular audit will 
prevent loss through dishonest employees ? 
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Auditing 
Answers. 

1 • Every well regulated business or financial con 
cern should have its books, accounts and financial af- 
fairs audited and examined regularly by disinterested 
auditors. 

J<3 • The benefits to be derived from regular audits 
and investigations by reputable disinterested Experts 
are numerous. Such a practice does not only put the 
questions of solvency, financial standing and credit be- 
yond doubt, but it puts the management fairly before 
the Proprietors, and Stockholders, increases the value 
of securities, and wins the confidence of the Public gen- 
erally. It guards against errors and protects against 
loss through fraudulent operations. 

3. By experienced, competent careful, reputable 
disinterested Public Auditors. For work of this kind, 
consult D. A. Keister & Co. Public Accountants and 
Auditors, Business, and Financial Investigators, No. 
88 Wall Street, New York City. 

4 • This question is difficult to answer. It depends 
upon the amount of work done, how it is done, when 
it is done, where it is done. Such work is contracted 
for by the job, also by* the day ; the prices vary. 

5 . D. A. Keister & Co., the well known Public Ac- 
countants and Auditors, 88 Wall Street, New York 
City, will GUARANTEE YOU AGAINST LOSS 
through dishonest employees by placing them under Fi- 
delity Bonds, if you will enter into a contract with them 
to serve you as Consulting Accountants, and to audit 
periodically your books, accounts and financial affairs. 
The safety and accuracy of their accounting methods, 
and the efficiency of their periodical audits, enables 
them to furnish these Bonds without charge, other than 
that made by them for Auditing, which their methods 
have made concise and inexpensive. 



We make special examinations and report upon 

THE property, ACCOUNTS, FRANCHISES AND FINANCIAL 
AFFAIRS OF INDIVIDUALS, FIRMS AND CORPORATIONS PRO- 
POSING TO CONSOLIDATE OR ISSUE BONDS. 

D. A. KEISTER A CO. 
88 WALL STREET, NEW YORK. 
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Auditors. 
Questions. 

1 , Should the Auditor of a corporation or firm be 
one of the members ? 

3 • What are the qualifications of an Auditor? 

3 • Where can such Auditors as referred to in the 
last question, be found, and what are their names ? 

Atiditofs* 
Answers. 

1  The Auditor of a corporation or firm should be a 
disinterested person. He should not have any interest 
in the business whatsoever. 

3 • An Auditor should be a thoroughly scientific ac- 
countant, with an established character, and a will of 
iron; he should have a thorough knowledge of the Na- 
tional and State Banking Laws, and of the Statutes of 
the State relating to the Department of Public Accounts, 
Finance, Assessments, and of the duties and responsi- 
bilities of State, County and City Treasurers, Auditors, 
Commissioners, etc. as well as Commercial Law, and 
the rights, duties and liabilities of Shareholders, Di- 
rectors, Officers and Creditors of Corporations. He 
should be a man of uncompromising integrity; know 
his duty, and do it without fear or favor. 

3 . D. A. Keister & Co. Public Accotmtants and 
Auditors, 88 Wall Street, New York City. 



Bank Deposiis 
Questions. 

1 , When money is deposited in a bank, to whom 
does it then belong ? 

3 • If a Receiver deposits money in a bank, and the 
bank fails, is he personally liable ? 

3 • If a trustee deposits trust funds in a bank to his 
own credit, would he be personally liable if the bank 
fails. 

4 • Are the directors of a bank personally liable to 
a depositor, if they receive deposits when the bank is 
insolvent ? 

5 e Can a bank properly refuse to honor the check 
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of a depositor who is indebted to it on a past — due note 
for an amount greater than the sum on deposit ? 

6 • If a depositor draws a check on a bank in which 
he has sufficient funds for its payment, not encumber- 
ed by an earlier lien in favor of the bank, may he sue 
the bank for damages on its refusal to pay the check 
to the drawee ? 

7 , Do checks delivered to a bank by a depositor, for 
collection and deposit, at a time when the bank was 
insolvent, as must have been known by its officers, and 
which had not been collected when the bank closed its 
doors, remain the property of the depositor, or of the 
bank ? 

8 • What constitutes fraud on the part of a bank in 
receiving deposits ? 

Bank Deposits 
Answers. 

1 . The relation of banker and depositor is that of 
debtor and creditor. Deposits on general account be- 
long to the bank and are part of its general fund. 
The bank becomes a debtor to the depositor to the 
amount thereof, the debt can only be discharged by 
payment to the depositor, or pursuant to his order. 

3 . If a receiver, without an order of the court, or 
without authority in some governing statute, deposits 
the money which comes into his hands in a bank, he 
would be held personally liable for it, if the bank 
should fail. 

3 • A trustee who deposits in a bank and causes to 
be credited to his private account, money of the trust 
fund without giving any notice that it is not his private 
property or making any special agreement in regard to 
it, thereby converts it to his own use, and would be 
personally liable for it. 

4 • Yes they would. To accept deposits knowing 
the bank to be insolvent would be a fraud. 

5. Yes. 

6. Yes. 

7 • They remain the property of the depositor, and 
may be recovered by him from the receiver. 

8 • To constitute fraud on the part of a bank in re- 
ceiving deposits when insolvent, which will authorize 
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the depositor to rescind the contract and recover the 
deposit from a receiver subsequently appointed, the 
officers must have known or believed the bank to be in- 
solvent at the time the deposits were received. It is 
not sufficient if they knew it to be in an embarrassed 
condition. 



Books and Papers* 
Questions. 

1 o Have the shareholders the right to inspect the 
corporate books and papers? 

2 • Have the directors the right to inspect the 
books and papers of the company? 

3 • By whom should the corporate books, papers, 
records, accounts, etc. be examined and audited? 

4. What is to be gained by having an audit by 
Professional Accountants and Auditors? 

5 . Where is there such a firm of Public Account- 
ants & Auditors as referred to in the last question. 

Books and Papers* 
Answers. 

1 , Yes, they have the right and should exercise it 
more than they do. Such inspection should, however, 
be at such a time as not to interfere with corporate 
business. 

2* Every director has the right, at any time to 
inspect the corporate books. 

3. By reputable, disinterested, competent Public 
Auditors. 

4. It puts the questions of solvency, financial 
standing and credit beyond doubt, puts the manage- 
ment fairly before the Stockholders or Proprietors, 
increases the value of securities, wins the confidence of 
the Public generally, and guards against errors, and 
protects against loss through fraudulent operations. 

5. D. A. Keister & Co., No. %2> Wall Street, 
New York City. 



We WILL SCRVC YOU BY THE YCAR AS CONSULTING ACCOUNTANTS 

AND Auditors Business and Financial Advisors. 

D. A. KEISTER & CO. 

86 WALL STREET. NEW YORK. 
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Bonds and Mortgagfe^ 
Questions* 

1 . Have corporations the power to issue negotiable 
bonds as security for their indebtedness? 

2 . Can a corporation sell its bonds at a discount? 

3 • Has a corporation power to pledge its bonds? 

4 • Are the bonds of a corporation valid, if the 
mortgage is void? 

5 . Are Coupon bonds negotiable if under seal? 

6 • Does the non-payment of interest render bonds 
non -negotiable? 

7 . If bonds are issued in blank, may the holder 
fill in the blank? 

8 • Who is a "bona fide" holder of corporate bonds? 
9. Who is a purchaser **for value?" 

10 • Do subscribers to bonds become liable to the 
creditors of the corporation? 

1 1 • Are corporations prohibited from issuing bonds 
and mortgages? 

13 • If bonds are negotiable, is the mortgage 
securing them negotiable also? 

13. What are the circumstances that should put 
the purchaser of bonds upon inquiry? 

14, When are bonds treated as a liability on the 
books of the corporation? 

Bonds and Mortgages* 
Answers. 

1 . All corporations have the power to contract 
debts for the purpose for which it was created, and to 
issue bonds as security therefor, without any express 
grant, unless it be restricted by its charter or govern- 
ing statute. 

3 • In the absence of statutory restraints, corpora- 
tions have the same power as an individual to raise 
money to prosecute its business, and could sell its 
bonds at less than par value for that purpose. 

3, Corporations have the power to issue bonds 
secured by mortgage, may execute such bonds and 
mortgage to secure them, and then transfer them as 
collateral security for an indebtedness of a less value 
than the sum for which the bonds are issued, and 
which is secured by mortgage. 
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4 • When a corporation requires money to accom- 
plish the purpose for which it was organized, borrows 
money and issues negotiable bonds secured by 
mortgage, will be liable for the bonds even though the 
mortgage be void. The mortgage is merely collateral, 
it is an additional security for the bonds, and its 
validity cannot of course affect the primary effect of 
the bonds. 

6 . Yes. 

6 • If coupons are not paid when due, it would not 
affect the negotiability of corporate bonds, or of the 
subsequent coupons, until the maturity of the bonds 
themselves. Innocent purchasers for value, without 
notice of such default, will be protected. 

7 . If a corporation issues bonds to a payee not 
named, that is, payable in blank, and have passed in 
this condition, the holder may fill the blank, so as to 
make the bond payable to himself or his order, and 
could maintain suit tliereon in his own name. 

8 • To be a bona fide holder, one must be himself 
a purchaser for value without notice, or the successor 
of one who was. 

9. A purchaser for value, means one who has 
purchased for vakie, it does not mean that full value 
should be paid, but any value, of course any grossly 
inadequate value should put one on inquiry. An 
investor should investigate a corporation's right to issue 
and sell its securities. 

10. No. 

1 1 • Many of the states have made constitutional 
prohibitions, against corporations issuing stock or 
bonds, except for money, labor, or property actually 
received and applied to the purposes for which the 
corporation was created, and providing that all 
fictitious indebtedness of corporations shall be void. 

12 • A mortgage may be given to secure a debt 
evidenced by bonds, or other negotiable security, but 
the mortgage itself is not a negotiable security, unless 
made so by statute, of which we do not know of any. 

13, The face of the bonds themselves should be 
carefully studied. Any reference to the statutes under 
which they are issued is notice to purchasers as fully 
as though the whole statute be given. When bonds 
state the maximum number of bonds to be included 
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in the series, a bond bearing a higher or lower number 
would be sufficient to put a purchaser on inquiry. If 
bonds refer to the mortgage, such reference will effect 
intending purchasers with the terms of the mortgage. 

If interest coupons are due and unpaid, it is sufficient 
to make one suspicious of their value and should put 
one upon inquiry. If bonds are offered at a low value, 
having coupons attached that have been due and 
unpaid for a long time, should be circumstances suffi- 
cient to put one upon inquiry. 

14. Bonds are not treated as a liability on the 
books of the company until they are sold. Bonds in 
the hands of brokers are not a liability until they are 
sold. 

Bondholders* 
Questions. 

I . Is a minority of bondholders, bound by a re- 
organization by a majority ? 

3 . By whom are the bondholders represented in a 
mortgage ? 

3 • What are the rights of holders of income bonds? 

4 . Can a corporation issue its shares to bondhold- 
ers as a bonus ? 

5 . What are the rights of a bondholder who fails 
to deposit his bonds within the time prescribed in a 
reorganization scheme ? 

6 . By whom are bondholders represented in litiga- 
tion for the payment of interest, etc. ? 

7 . What number of bondholders should request 
the trustee to foreclose ? 

8 . How are the funds produced by foreclosure sale 
distributed to the bondholders ? 

Bondholders. 
Answers. 

1 . Reorganization can only be made effective by 
the consent of all the original bondholders, the bond is 
a contract and trustees have no power to compel a 
bondholder to make a new and different one. Each 
bondholder has a right to what his contract gives him, 
and a majority of the bondholders have no right to 
enter into a scheme to reorganize against the dissent 
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of a minority. If any object to a reorganization, those 
favoring it, will be obliged to have the mortgage fore- 
closed according to its terms, or purchase the interest 
of those dissenting. 

2 , Bondholders are represented by *' Trustees '' 
whose name or names must appear in the Bonds and 
Mortgage. 

3 • If a railroad company consolidates with another 
company, the holders of its income bonds, retain a 
specific lein upon the income derived from the proper- 
ty which has gone from his debtor into the hands c f 
the new company. A company will not be allowed to 
charge against income any payment or loss arising out 
of a previous debt, and the holder of coupons upon 
such bonds will be entitled to have the interest earned 
during each interest period applied upon the coupons 
representing that period. 

4 • Yes, a corporation can issue its stock to bond- 
holders as a bonus, and decisions of importance have 
been so made, nevertheless it is against public policy 
to do so. 

5 . If a scheme of reorganization is agreed upon, 
which involves a new issue of bonds by the new com- 
pany to be exchanged with the bondholders for their 
bonds under the mortgage foreclosure, wherein a stated 
time was given, those who do not surrender their bonds 
for exchange before the expiration of that time, will 
have no right to have the exchange made thereafter. 
In the absence of fr^ud a bondholder will be the loser 
by his delay. 

6 • Bondholders are represented by the trustee in 
the mortgage. 

7 • Any bondholder, upon the non-payment of any 
installment of interest on any bond, may file a bill for 
the enforcement of the security by the foreclosure cf 
the mortgage and sale of the mortgaged property. 

8 • The funds arising from the sale of the property 
are the representative of the property itself, and each 
bond carries only a fractional interest of the property 
mortgaged, consequently each bondholder will receive 
only his proportion of the whole. 



Correspondence in all Modern languages. 
D. A. KEISTER & CO., 88 WALL ST., NEW YORK. 
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By-Laws. 
Questions. 

I , What is a By-Law ? 

3 . What is the difference between a by-law and a 
resolution ? 

3 > Are the stockholders of a corporation obliged to 
have a knowledge of its by-laws ? 

4 . By whom are the by-laws of a corporation made ? 

5 . By whom are by-laws amended and repealed ? 

6 . For what purpose are the by-laws made ? 
7 . With what must the by-laws comply ? 

8 . When are by-laws void ? 

9 . Is a by-law valid to restrain transfer of shares ? 

10 . Can a by-law create liens upon shares ? 

II. Is a by-law valid that will release a share- 
holder from his obligation to pay for his shares ? 

"* " " shares be forfeited by the by-laws ? 

a by-law take away the power of stock- 
!ct directors ? 

a by-law confer the right to vote by proxy ? 
by-law valid, requiring shares to be trans- 
n the books of the company ? 

By-Laws. 

Answers. 

aw is the law or rules of a corporation for 
ent of its members and officers, in the 

of its affairs. 

jlution is directed to the attainment of a 

ject in a particular case, while a by-law 

resolution is not necessarily a by-law, but 

 be in the form of a resolution. 

For they will be held by them. Every 

*ill find it greatly to his own advantage to 

knowledge of the corporation's charter, 
ind by-laws. 

i absence of a statute otherwise providing, 
3e made only by the corporation at large, 
, that they can be made only by a major- 
shareholders, and not by the directors, 
lanaging officers. 



6 • By-laws can be amended and repealed by the 
shareholders only. 

6 • By-laws are made for the management of the 
corporation's property, and regulation of its affairs, as 
the transfer and forfeiture of stock, duties and com- 
pensation of officers, when meetings may be held, when 
elections shall be held, how the voting shall be done, 
the mode of voting by proxy, and every other detail 
not inconsistent with the statutes. 

7 , By-laws must comply with the charter and must 
not be contrary to law. Any by-law that enlarges or re- 
stricts the rights and powers conferred by the charter 
or governing statute, is void. 

8 • By-laws are void if they have not been enacted 
by the constituent body, they must be reasonable, they 
must not be contrary to law, to good morals or to 
public policy. 

9. A by-law which merely regulates transfers of 
stock, or even restrains them, so far as necessary to se- 
cure the rights of the corporation is valid, but if it 
should absolutely restrain the right of a shareholder to 
dispose of and transfer his shares it would be void, 
such would be against the law of the land, it would be 
against common right. 

10 • A corporation can enact a by-law creating a 
lien on the shares of a stockholder, for debts due by 
him to the corporation, but such lien is not valid as 
against innocent purchasers for value. 

11. Under some conditions such a by-law has 
been held valid, but it must be remembered that the 
capital stock of a corporation is a trust fund for the 
security of its creditors, and they will be held for their 
unpaid subscriptions. 

13, A. corporation may declare a forfeiture of its 
stock for the non-payment of calls or assessments, pro- 
vided the power is expressly given by its charter. 

13 • If the charter gives the stockholders the pow- 
er to elect directors, the corporation cannot, by a by- 
law, take away this power. 

14. If the charter gives the authority to enact 
such a by-law, it will be valid, but the American courts 
differ in opinion as to a corporation having the right to 
enact such by-law in the absence of express statutory 
authority. 
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15 • Yes, if such were not the case, how is the cor 
poration to know who its members are, and who is en 
titled to dividends. 



Capital Stock* 
Questions. 



1 . Is the capital stock of a corporation a trust 
fund for creditors ? 

3 . Is capital stock a liability of the corporation ? 

3 • Have the directors power to increase the capital 
stock of a corporation ? 

4 • Has a corporation the authority to increase or 
diminish its capital stock ? 

5 • How can a corporation increase its capital stock ? 

6 • What are the provisions respecting an increase 
of capital stock ? 

7 • What is the effect of an increase of capital stock 
on the liability of shareholders ? 

8 • Can a corporation increase its capital stock by 
issuing preferred shares ? 

9 • Has a corporation power to rescind a vote to 
increase its capital stock ? 

10 • What are the restrictions against a fictitious 
increase of capital ? 

1 1 • What is the liability of shareholders for in 
creasing the capital stock without filing a new certifi- 
cate ? 

12. How may a corporation reduce its capital 
stock ? 

13. How does a reduction of capital affect the 
shareholders ? 

14. What are the rights of creditors respecting a 
reduction of capital ? 

15 . Can common stock be reduced without reduc- 
ing the preferred stock ? 

16. What is the effect of a reduction of capital 
upon the liability of shareholders ? 

17 • Can a corporation " Water " its capital stock ? 

18 . Is a scrip dividend legitimate ? 

19 . Have preferred shareholders a right to par- 
ticipate with the common shareholders in any surplus 
after receiving their preferred dividend ? 
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Capital Stock 
Answers. 

1 , The capital stock of a corporation 
which the members have subscribed for whether 
paid or not, and the full paid in capital is, in courts of 
equity, considered as a trust fund for its creditors, and 
is not to be divided among themselves until all credi- 
tors are paid. This is one reason why dividends must 
be paid out of net profits. 

2 • The capital stock of a corporation is not a 
debt due the stockholders to the corporation, but 
such stock represents a liability of the corporation, 
to the stockholders. 

3 • The capital stock of a corporation cannot be in- 
creased except in the manner expressly authorized by 
the charter or articles of incorporation. The direct- 
ors cannot do so, without the consent of the share- 
holders. 

4: • Only when expressly authorized by the charter 
or articles of incorporation. 

5 • When the share capital of a corporation has 
been fixed by its charter or by statute, the directors 
nor the corporation at large have no authority to in- 
crease or decrease it, unless the power is given in the 
charter. If the power is not given, the directions of 
the statutes must be followed, 

6 . As the provisions differ in the different states, 
the statutes of your own state would have to be consult- 
ed. It would require too much space to give them here 

7 • If a corporation increases its capital stock, the 
general effect upon the liability of shareholders is the 
same as in the case of an original subscription or pur- 
chase. If the shares are paid for in money or money's 
worth, the shareholders who receive them, cannot be 
made liable to creditors, except under a statute impos- 
ing individual liability upon the shareholders. If the 
shares have not been paid for, the shareholders are 
liable to pay for them when called upon to do so by the 
creditors of the corporation. 

8 . It can, provided it has authority to do so in the 
charter. 

9 • The best , authority says a corporation has the 
power to rescind a vote to increase its capital stock. 
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10 • No corporation shall issue stock or bonds ex 
cept for money paid, labor done, or property actually 
received, and all fictitious increase of stock or indebt- 
edness shall be void. 

11. Where a corporation has been organized under 
a special charter, and proceeds to increase its capital 
stock under a general law, the subscribers to the in- 
crease of stock will become individually liable for the 
subsequent debts of the company, to the full extent of 
the amount subscribed by them respectively, provided 
there is a failure to pay in the full amount of the in- 
creased capital, and to file a certificate thereof as re- 
quired by the general law. 

1 3 o The capital stock of a corporation can be re- 
duced only when authorized by law and in the manner 
prescribed by law. 

13. When the capital stock of a corporation is re- 
duced, the general rule is, that, it is done pro rata 
among the shareholders of each class of shares. 

14. A corporation cannot reduce its capital and 
leave its debts unpaid or unprovided for. 

15 • Yes, if the corporation has provided for such 
reductions by proper resolution in accordance with the 
statutes. 

16 . A reduction of capital cannot take the form of 
distributing the assests of the corporation to the stock- 
holders without retaining enough in hand to answer for 
its secured and unsecured debts. 

17. No. 

18. A corporation can issue additional shares of 
stock to represent its surplus profits and to divide such 
stock pro rata among its existing shareholders, pro- 
vided there is nothing in the statutes restraining such 
action. 

19 . It has been held, that when the preferred stock 
has received its dividend, the common stock is entitled 
to receive the same, provided it shall have been earned, 
and if there be any surplus beyond that, the two kinds 
of stock shall share it equally. 



D. A. KEISTER & CO. 

PUBLIC ACCOUNTANTS AND AUDITORS. 
88 WALL STREET, NEW YORK. 
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Certificates of Stock* 
Questions. 

I . What is a certificate of stock ? 

3 • What is the liabiUty of a corporation for a 
fraudulent issue of stock certificates ? 

3 • Are share certificates negotiable ? 

4, Can a certificate of stock be impaired by a 
by-law ? 

5 • What is the effect of issuing a certificate to the 
wrong person ? 

6 . Is a share certificate necessary to constitute one 
a shareholder ? 

7 • Wh it is the effect, if a stock certificate is issued 
as " fully paid ? " 

•8, Should a corporation issue a new certificate 
when an old one is lost ? 

9 . If a new certificate is issued without taking up 
old ones, would it be valid ? 

10, Must a certificate be presented in order to 
draw dividends ? 

II. What are the duties and responsibilities of a 
corporation when certificates have been lost or stolen ? 

Certificates of Stock* 
Answers. 

1 . Certificates of stock are not securities for 
money in any sense, much less are they negotiable. 
They are simply the evidence of the holder's title for 
his interest in the property and franchises of the cor- 
poration in which he is a member. 

5J • If the officers or agents of a corporation having 
the authority to issue certificates, to issue them in 
excess of the limit which the corporation has the pow- 
er to issue, or issue them in fraud of the rights of the 
corporation, the taker will be entitled to indemnity from 
the corporation for the loss which he has sustained, 
but he will not be entitled to the rights of a sharehold- 
er. If the fraudulent or unauthorized issue is within 
the power of the corporation, the taker may be en- 
titled to the rights of a shareholder, but where the 
issue is beyond the power of the corporation, he will 
be entitled to indemnity. 
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3 • Stock certificates are not negotiable, they do 
not contain any words of negotiability. They simply 
show that the person named therein is entitled to cer- 
tain shares of stock. 

4. No. 

5 . If a certificate should be issued to the wrong 
person, the real owner will be entitled to indemnity 
from the corporation, but not in the form of shares if 
they have all been issued, for that would be beyond 
the power of the corporation. 

6 • It is better to hold certificates for stock held in 
corporations, but it is not necessary, as an owner of 
shares may vote at corporate elections, hold office, etc., 
without a certificate being issued to him. A certificate 
is hot necessary to make him liable to creditors. The 
act of subscribing, or the registry of the shareholders 
name upon the stock book constitutes his title. The 
certificate is merely evidence of his title to the shares. 

7 , A mere recital in a certificate of stock that the 
shares are " full paid ' cannot make them full paid as 
against creditors of the corporation. 

8 . If a corporation should issue a new certificate 
for one that has been lost or destroyed, the company 
would incur the risk of double liability in respect of 
the same shares, if the new certificate should be sold 
to an innocent person, and the original turn up, the 
company would have to make good the loss to a bona 
fide transferee of the original shares. A corporation 
should, and it has the right to demand a suitable bond 
of indemnity before issuing a new certificate, without 
surrender of the old one. 

9 • If new certificates are issued without taking up 
and cancelling the original ones, the new ones will be 
invalid, except as the foundation for a claim for in- 
demnity against the company. 

10. If the holder of a certificate stands on the 
books of a corporation as the registered owner of the 
shares, it is not necessary for him to produce the cer- 
tificate to get his dividends. The corporation goes by 
its own record. 

11, If a share certificate has been lost or des- 
troyed the corporation would be liable if it issued a 
new one without taking a bond of indemnity to pro- 
tect itself. If a corporation refuses to transfer shares 
to a bona fide purchaser, it would do so at its peril. 
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Checks* 
Questions. 

I . What is a certified check ? 

3 • Who is liable in case a check has been fraudu- 
lently raised either before or after it has been certified? 
3 • What is the character of a certified check? 

4. W^ho is liable for the payment of an altered 
check? 

5. If a bank pays a forged check, who is liable 
for the amount? 

6. If a check has a forged indorsement, upon 
whom does the burden of proof rest? 

7 . Should a bank pay a check after the death of 
the drawer? 

8 • If a check is drawn when the drawer has no 
funds in the bank, is it a fraud? 

9 • What is the liability of a drawer of a check with- 
out funds? 

10 . Can the payment of a check be stopped? 

II . How should checks be drawn? 

13 . If a check is drawn *'in full of account" does 
it so hold? 

Checks* 
Answers. 

1 . A certified check, is, in effect, merely an 
acceptance and creates no trust in favor of the holder 
of the check and gives no lien on any particular 
portion of the assets of the bank. It has a distinctive 
character as a species of commercial paper, the certifi- 
cation constituting a new contract between the holder 
and the certifying bank. The funds of the drawer 
are, in legal comtemplation withdrawn from his credit 
and appropriated to the payment of the check, and 
the bank becomes debtor of the holder as for money 
had and received. 

2 • A bank in certifying a check in the usual form, 
simply certifies to the genuineness of the signature of 
the drawer, and that he has funds on deposit sufficient 
to meet it, and engages that those funds will not be 
withdrawn from the bank by the drawer; it does not 
warrant the genuineness of the body of the check as 
to the payee or the amount named therein. If the 
signature be genuine, the drawer would lose, 
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3. This question is fully answered in question 
No. I. 

4. If a bank pays a check which was cancelled, 
and the cancelling remain, or a check which has been 
torn to pieces and then pasted together, or one which 
is so long overdue as to be stale, or otherwise justify- 
ing suspicion and inqury, it pays it at its own peril. 
And although it may have been rightfully drawn, the 
drawer, if he had actually cancelled or recalled it, 
may recover the funds from the bank. If it was the 
negligence of the drawer which led to the payment, or 
if he was the cause of the belief of the drawee that 
such a check, or even a forged or altered check, was 
valid and payable, and such a check is paid in good 
faith, the drawer loses it. A drawer of a check, who, 
by fault of any kind, enables a third person to defraud 
a banker by means of the check, must lose the amount 
paid by the bank. If a bank pays a forged check, with- 
out some such excuse as above stated, of course it 
cannot charge the payment to the drawer. If the 
check be only altered by forgery, the drawer is still 
liable for the original amount, and no more. 

5 . This is fully answered in the last question. 

6 • If a check payable to order is paid by the bank 
on a forged indorsement of the payee's name, the bank 
is liable for the amount to the drawer, if the check had 
not passed into the hands of the payee, and is liable to 
the payee, if it was then his property. The burden of 
proving such indorsement genuine rests with the bank. 

7 • A bank should not pay a check after notice 
that it was lost; nor before it is due, if on time; nor 
after notice of insolvency, nor after the death of the 
drawer, but if the bank pays the check after the death 
of the drawer, and before notice of the death, it is said 
to be a good payment. 

8 . If a check be drawn when the drawer neither 
has funds in the bank nor has made any arrangements 
by which he has a right to draw the check, the draw- 
ing it is fraud, and the holder may bring action at once 
against the drawer, without presentment or notice. 

9 . As stated in the last question, a drawer of a 
check without funds, may be sued at once, without 
presentment, demand or notice. 

10. It has been held that after a check has passed 
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into the hands of a bona fide holder it is not in the 
power of the drawer to countermand the order of 
payment. 

11. Checks should never be drawn without funds 
in the bank to meet them. In drawing checks, always 
fill out the stub first, no matter how much you may be 
in a hurry, to neglect to do so may cause a great deal 
of inconvenience and loss. I have seen many bank 
accounts overdrawn and many accounts paid twice, 
simply because mistakes and omissions were made by 
writing the checks and ommiting to fill out the stubs. 

If possible use safety paper and indelible ink, write 
plain, always beginning at the extreme left to write the 
payees name, and the amount in words and figures. 
If the amount be written and the figures be made so 
that other amounts could be placed before them, it 
would be your loss. To relieve the bank of a great 
deal of trouble and loss, also to relieve yourself of 
liability and loss by the raising of checks and forgeries, 
see that every check is drawn with the greatest care 
and accuracy in every detail. 

13. If an account is disputed and a check is sent 
marked in full of account and the check is retained, it 
will operate as full payment even though it be for less 
than the amount of the account. If the account is not 
in dispute, it would not hold. 



Collateral Securities. 
Questions. 

1 . What is collateral security and collateral ? 

2 • How are bonds and coupons used as collateral 
security ? 

3 . How are certificates of stock used as collateral 
security ? 

4 • Are bills of lading used as collateral security ? 

6 • Are warehouse receipts used as collateral se- 
curity ? 

6 . Has a partner the right to borrow money and 
give and receive collateral security ? 

7 • What kind of collateral security may a national 
bank take to secure a loan ? 
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8. If certificates of stock are deposited as col- 
lateral, should the identical certificates be returned 
when the debt is paid ? 

9 • Can a guardian give a good title to his ward's 
security for a loan ? 

10 • If an extension of time be given will it hold 
the collateral ? 

1*1 • If a mortgage is drawn to the individual name 
of a bank president, is it valid as security in the hands 
of the bank ? 

13 • If collateral is held for one debt, can it be en- 
forced against another debt in same creditor's hands ? 

G>IIateral Securities* 
Answers. 

1 . By commercial usage not only negotiable instru- 
ments, but also documents of title, quasi or non-negoti- 
able in character, are available as collateral security 
for loans of money, or discounts of paper. The terms 
adopted, both in commercial circles and by jurists, 
describing such transactions — " collateral security'' and 
"collateral," as distinguished from a mere pledge — 
illustrate the development of this special branch of 
law, and emphasize the importance of the questions 
relative to the rights, duties and liabilities incurred by 
parties to such contracts of loans secured by col- 
laterals. 

" Collateral security" is a separate obligation, as a 
negotiable bill of exchange or promissory note of a 
third person, or document of title, or other representa- 
tion of value, endorsed where necessary, and delivered 
by a debtor to his creditor, to secure the payment of 
his own obligation, represented by an independent 
instrument. Such collateral security stands by the 
side of the principal promise as an additional or cumu- 
lative means for securing the payment of the debt. 

" Collateral," in the commercial sense of the word 
is a security given in addition to a principal obligation, 
arid subsidiary thereto ; and is generally descriptive of 
all choses in action as distinguished from tangible per- 
sonal property including the usual negotiable instru- 
ments of commerce ; the quasi-negotiable securities, 
as certificates of stock, bills of lading, and warehouse 
or cotton receipts ; and the diverse non-negotiable, 
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choses in action and equitable assignments available as 
collateral. 

The regular course of banks and bankers in discount- 
ing commercial paper, to receive the promissory notes of 
third persons as collateral security for the payment of the 
principal note given by their customers, is a recognized 
form of collateral security. Upon asking for such dis- 
count, it is usual for the pledgor in his principal note to 
recite therein the collateral securities deposited, and 
the terms and manner in which the same may be sold 
or made otherwise available, upon default. Such re- 
cital does not affect the negotiability of the principal 
note, as the amount to be paid, the time, and the per- 
son to whom, remain the same. Where a note, pledged 
as collateral security, recites on its face that it is ** to 
be held as collateral security for the payment of certain 
notes" of third persons, it is non-negotiable, even in 
the hands of a bona fide endorsee, for value, lacking 
certainty in amount and being a contingent promise. 

2 • Negotiable bonds, payable to bearer, or " hold- 
er," issued under statutory authority by municipalities 
or corporations, are negotiable instruments, the title to 
which passes by delivery. The delivery of such bonds 
by the pledgor to the pledgee, as collateral security be- 
fore maturity, for a valuable consideration, vests the 
full legal and equitable title in the latter. The same 
rule applies to dissevered coupons, notes or warrants 
issued with bonds payable to bearer. When separated 
from the bond such coupons cease to be mere incidents 
of the bonds, and become independent negotiable 
instruments, the title to which passes by delivery. 

Delivery of negotiable instruments to be held as 
collateral security, is an essential condition of the val* 
idity of the act of pledge. In this respect there is no 
difference between a pledge of personal property and 
one of negotiable securities. 

The holder of negotiable instruments as collateral 
security, receiving the same so as to become a party 
thereto, does not lose his right and title thereto, nor 
the proceeds thereof, by a redelivery of the same to 
the pledgor where such a delivery is made with the in- 
tention, or upon the agreement that the pledgor shall 
proceed, for and on behalf of the pledgee, to make 
collection thereof, or to do some other proper and 
necessary act in respect thereto. 
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When collection of collaterals is the object, the 
pledgor is regarded as the representative or agent of 
the pledgee. He acts in a fiduciary character, and the 
funds which he may collect upon such collaterals are 
the property of the pledgee, to be credited upon the 
principal debt. 

The renewal of a negotiable bill or note represent- 
ing the principal indebtedness, for the payment of 
which collateral securities have been deposited, does 
not affect the right of the creditor to restrain or en- 
force the collaterals. He is equally entitled to the 
benefit of the collateral securities as a means of ob- 
taining payment of the note or bill given in renewal as 
in the case of the original evidence of indebtedness. 

Bonds issued by a municipal or other corporation 
under statutory authority, and made payable to ** bear- 
er " or 'Miolder '' are valid commercial instruments, 
and a pledgee receiving the same before maturity, for 
a valuable consideration, without notice of equities in 
the usual course of business, is vested with the legal 
title thereto, free of prior equities between antecedent 
parties, as in the case of negotiable promissory notes 
and bills of exchange. The title of such pledgee so 
advancing a valuable consideration, upon the faith and 
credit of the representations of such negotiable col- 
lateral securities in good faith is good against the 
world. 

In cases of the issue of negotiable bonds and cou- 
pons, by municipal or other corporations, where there 
is a total want of power on the part of such municipal 
or other corporation to issue the same, notice thereof 
is chargeable upon all persons dealing therewith, and 
no right, title or interest can be acquired even by per- 
sons advancing money thereon, as against such muni 
cipal or other corporation upon any negotiation thereof. 
In the absence of statutory authority, municipal or 
other corporations are without power to issue negotia 
ble bonds and coupons. 

A different rule is applied to " registered" bonds 
for the payment of money by municipal or other corpo 
rations, which are but quasi-negotiable instruments, 
being made payable to a particular person, or " as 
signs " and not to " bearer " or " holder." Such bonds 
are like shares of stock, and usually books of registra 
tion and transfer are kept, and the transfer of such 
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bonds is generally covered by statutory charter pro- 
visions, and are also by the terms thereof transferable 
only upon such books. 

Negotiable bonds and coupons, when received after 
due as collateral security upon an advance, or as collat- 
eral security for an antecedent debt, are subject in the 
hands of the pledgee to the like equities and defenses as 
other instruments of commerce, bills of exchange and 
promissory notes. The pledgee, receiving such col- 
laterals after maturity, obtains no better title or great- 
er interest therein than the pledgor, and is subject to 
the defenses available against the holders, although 
for value, of dishonored paper. 

When funds or securities are deposited with a bank- 
er as collateral security to' cover a special advance or 
discount, the lien of the banker thereon is limited, and 
is discharged upon repayment of such special advance; 
and a claim of a banker of a general lien for balances 
or on account of other loans, upon such funds or se- 
curities, is not supported when a contract for the 
special appropriation thereof is established. 

The pledgee of negotiable bills of exchange or notes 
acquires, when the same are transferred so as to make 
him a party thereto, the legal title in such negotiable 
collateral securities, and is entitled to receive the sum 
due upon the same from the parties liable thereon, 
and in the event of default, to proceed by action to 
collect the whole face value thereof, holding the pro- 
ceeds to be applied in payment of the principal indebt- 
edness. The pledgee, by such action does not become 
a trustee of the pledgor, and is not bound to use more 
than due diligence in the prosecution thereof. 

In cases where negotiable securities have been 
pledged for the payment of a particular debt or obli- 
gation, the pledgee is not permitted, in the absence of 
a special agreement, to retain the same, after payment 
or discharge of such debt or obligation, as collateral 
security for the special or general indebtedness of the 
debtors. When, however, the pledgor, after deposit- 
ing collateral security for a specific debt, less in 
amount than the value of such collateral, agrees that 
the surplus, if any, arising from the sale or collection 
thereof, shall be a pledge for other debts, such con- 
tract is enforced. In the application of the proceeds 
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of such collaterals, the money is applied first to the 
debts of the oldest standing. 

The pledgor is entitled to a redelivery of the collat- 
eral securities deposited by him, upon payment of the 
principal debt, or a tender thereof. After such pay- 
ment or tender, the pledgee has no authority to trans- 
fer such securities. The debt being discharged, his 
interest therein is at an end. 

A convenient form of security for money loaned is 
found in the negotiable promissory note, secured by a 
mortgage of real estate. The note itself, being a ne- 
gotiable instrument, has all the advantages of com- 
mercial paper in hands of a holder for value in good 
faith, and represents the personal liability of the bor- 
rower, which can be enforced at maturity, and upon 
default, as in the case of ordinary negotiable paper. 
Nor does it lose its negotiable character when secured 
by mortgage by an indorsement and delivery thereof 
apart from the mortgage. 

3 • It has become a very common transaction in 
the commercial world to use certificates of stock, bills 
of lading, warehouse and cottonpress receipts, and 
other like symbols of .property, as collateral security 
for the payment of loans and discounts of commercial 
paper. Such collateral securities are readily converted 
into funds, and the value thereof is easily determined 
by the quotations of the great exchanges. 

A certificate of stock is a muniment of title ; document- 
ary evidence of the ownership of shares of the capital 
stock of the corporation issuing the same. By an in- 
dorsement in blank and delivery of the certificate, the 
shares of stock represented thereby become payable to 
bearer ; the certificates may pass from one person to an- 
other like commercial paper so payable. The issue of 
such certificates, properly authenticated, is all that a cor- 
poration can do to show the interest of any person in 
its shares of stock. Such certificates are not shares of 
stock; and a title to shares may exist without a certi-' 
ficate. Such certificates are a solemn affirmation 
under seal of the company that a certain number of 
shares of the stock stand in the name of the individual 
mentioned in the certificate. A share of stock is a 
species of incorpor^l, intangible property, in the na- 
ture of a chose in action, which can never be realized 
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upon except by the dissolution and winding up of the 
corporation, and in the meantime entitles the holder to 
profits declared as dividends. A certificate of stock 
may be the subject of pledge, and the expression, loan 
or discount, on a pledge of stock means that the stock 
of the persons obtaining the loan is expressly and 
specifically pledged at the time for its repayment. 

A certificate of stock, when indorsed with an irre- 
vocable power of attorney to transfer, signed in blank 
by the owner, has a species of negotiability which is 
rather quasi-negotiable than actually negotiable. Un- 
der the enforcement of the rules of estoppel, such in- 
dorsement in blank render certificates of stock almost 
negotiable. Certificates of stock bearing upon the face 
thereof the representation, under seal of the corpor- 
ation issuing the same, that no transfer of the shares 
of stock represented thereby will be made except upon 
the surrender and cancellation of the certificate, is an 
intimation to all the world that such certificates are 
not intended for circulation. 

The delivery of a certificate of stock, indorsed by 
the owner with an irrevocable power of attorney to 
transfer in blank, vests in the pledgee, upon a bona 
fide advance, the legal title to the shares of stock re- 
presented by ihe certificate, although no notice is given 
to the corporation issuing the certificate, nor transfer 
obtained upon its books. It is enough, as between the 
parties, that the certificate is delivered with authority 
to the holder, or any one he may name, to transfer it 
upon the books of the company, the consideration for 
the indorsement and delivery of the certificate being 
advanced in good faith. 

The delivery of certificates of stock as collateral se- 
curity with a power of attorney to transfer them to 
another person, confers a power coupled with an in- 
terest, and gives to any one claiming under an execu- 
tion of the power a right to demand of the company 
new certificates. The pledgee of a certificate of stock 
in Massachusetts, while restricted by statue in his 
rights under a contract of pledge, so that he cannot 
sell, lend, or pledge the stock certificates held by him 
as collateral security, is still entitled to require a new 
certificate to be issued to himself or a third person. 
The title of the stock thus obtained is held ::ubject to 
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the agreement of pledge, but is permitted in order to 
render the collateral securities more available to the 
pledgee. 

Upon the refusal of a corporation to make such tran- 
fer, upon demand and presentation of a certificate, 
with irrevocable power of attorney to transfer indorsed 
thereon, the holder of value may bring an action at 
law against the corporation for damages, recovering 
the actual value of the stock at the time of the refusal 
to transfer; or resort may be had in equity to require 
a transfer to be made, or to afford other suitable re- 
lief. 

In cases where a pledgee for value of stock certifi- 
cates has neglected to obtain, in compliance with 
statutory or charter provisions, a transfer of the shares 
upon the books of the company, and the issue of new 
certificates, he receives an equitable title only, and is 
subject to the equities of third parties. 

Under such statutory or charter enactments, no per- 
son can acquire a legal title to the shares of stock 
except upon a regular transfer thereof into his name 
upon the books of the company, and the issue of new 
certificates. 

All that is necessary when the transfer is required 
by law to be made upon the books of a corporation, is 
that the fact itself should be appropriately recorded in 
some one or other of said books. An entry in a stock 
ledger, showing a debit and a credit charge between 
the two parties, pledgor and pledgee, is a sufficient 
compliance with such statute, and vests the transferee 
with a complete and absolute title, and, so far as the 
corporation is concerned, the act is irrevocable. Or 
a notice at a meeting of the board of directors of the 
company is sufficient. 

Statutory provisions, requiring transfer on the books 
of the company, are intended chiefly for the benefit of 
the company. 

The use of certificates of stock as collateral security 
were made by a mere delivery of the certificates with- 
out any power of transfer properly signed, vests in the 
pledgee an equitable title only. 

The pledgee is unable to enforce his security, upon 
default, by the ordinary processes of sale; but he may 
obtain relief in equity, where the performance of the 
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necessary advS to render the security available may be 
decreed. 

The holder of certificates of stock as collateral se- 
curity, receiving the same indorsed with a power of 
attorney in blank, is entitled upon notice to the com- 
pany, to collect the dividends accruing on such stock 
whiJe such certificate remains in his possession. Nor 
is transfer on the books of the company material as to 
this right. Such collections are applied on the debt 
at maturity. 

The title to such dividends is in the pledgee, the 
increase of pledged property going with the debt. 
The pledgee, indeed, is an owner; his special ownership 
imposes upon him the duties of a trustee. As such, 
he is bound to collect dividends, and may sue in his 
own name. 

It is not necessary that he should become absolute 
owner by foreclosure before suing for dividends on 
the stock. 

Equity will aid the pledgee of stock certificates, 
holding the same for value, with title, in cases where 
the pledgor is wasting the property and assets of the 
company, and destroying the value of the stock. 

The pledgee of certificates of stock, indorsed with 
power of attorney to transfer, who has obtained transfer 
on the books of the company and received new 
certificates, becomes by his voluntary act, a stock- 
holder in such company, with all the rights and 
liabilities of that position. By means of such transfer 
and the issue of such new certificates, the pledgee 
acquires a complete and absolute title to the shares of 
stock deposited as collateral security, and is enabled 
to render his security available by sale, upon default 
of the pledgor upon the principal dejDt, and notice of 
sale. 

In the absence of statutory restriction, no stockhold- 
er can have greater rights, or be subject to other 
liabilities, than the pledgee thus transferring his stock 
collaterals upon the books of the company issuing the 
same, and receiving new certificates. 

A person may by his acts or conduct, in respect to 
the stock of a corporation, render himself liable to the 
responsibilities of a stockholder, and will be estopped 
to deny siigh liabilities as against third persons, 
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creditors, and others who have been deceived thereby 
to their loss. 

In the absence of restricted statutes, the pledgee of 
certificates of stock, endorsed and transferred on the 
books of the company, has a right to vote at its meet- 
ings. His name appearing as a stockholder upon the 
records of the corporation, he becomes for all purposes 
a stockholder. 

A pledgee holding certificates of stock a§ security, 
who, after transfer thereof and issue of new certificates, 
votes at meetings of the company is not liable to 
action of trover for the conversion of such certificates. 

The receipt of dividends on stock is sufficient to 
make a man a stockholder, as the responsibilities of 
the position go with the advantages. . 

Under general statutes giving authority to regulate 
the transfer of stock, it may be provided that no trans- 
fer shall be made upon the books of the company until 
after payment of all indebtedness to the company by 
the person who appears to be the owner, and in whose 
name the stock is credited on its books. Such lien 
extends to all the stock of the debtor, although it 
greatly exceeds the amount of the debt; nor will the 
lien be barred by the running of the statutes of limita- 
tions against the debt. 

When a by-law required the special consent of the 
directors to a transfer of stock while the transferor was 
indebted to the company, a lien was given on the stock 
of one partner for a debt owing by the firm. The lien 
is not defeated by the taking of collateral security, for 
the payment of any particular debt of the stockholder. 

A pledge by a trustee of an estate of certificates of 
stock belonging thereto, the certificates showing a 
trust upon their face, or where the pledgee is, in any 
other way, informed or charged with notice that the 
stock is subject to a trust, as collateral security for 
money loaned for his individual use, is a breach of 
trust. 

A pledge of stocks of the estate by a trustee is not 
within the ordinary course of business, as a trustee 
presumptively holds the property for administration; 
and although the consideration be a present loan, and 
the pledgee acts in good faith, he received such 
certificates of stock as collateral security at his peril. 
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The pledgee holding certificates of stock, indorsed 
with a power of attorney to transfer signed, as collat- 
eral security, for a loan of discount of commercial 
paper, is entitled to sell such collaterals, at public 
sale, upon default of the pledgor, after due demand, 
and notice of the time and place. Having the legal 
title to the collateral securities, the pledgee is able to 
make them available, as the purchaser of such sale has 
a right to demand, as had the pledgee, transfer of the 
shares of the stock to his own name on the books of 
the company, and to obtain new certificates. 

Sub-pledgees of stock certificates, holding the same 
for value, are also entitled to sell such collateral securi- 
ties, upon demand and notice. A private sale is not 
permitted to be made, even under contract, much be- 
low the current market quotation for the stock. Such 
a sale is open to inquiry and suspicion. 

4 • Bills of lading were among the earliest docu- 
ments of title, used in the commercial world for the 
purpose of collateral security. The discount by banks 
of bills of exchange, drawn upon consignees, for the 
purchase money of goods, the bill of lading being de- 
livered as collateral security for its payment, or loans 
upon the deposit of bills, of lading by the consignee, 
where they have been forwarded, in order to raise 
funds to pay the bills of exchange drawn for the pur- 
chase price, are common forms of loaning money. 

The transfer of a bill of lading as collateral security 
to a pledgee, who has advanced money, or discounted 
commercial paper, in good faith on the credit of the 
representations contained therein, without notice, vests 
in him the legal title to the property and the right of 
possession, and«his title is good against all the world. 

6 • Except in the rare cases where statutory enact- 
ments have made warehouse receipts negotiable as 
bills of exchange or promissory notes, a warehouse re- 
ceipt is not a negotiable instrument, and its indorse- 
ment and delivery or delivery merely when payable to 
** holder," carries none of the effects as to cutting off 
the defenses of the warehouseman, against the origin- 
al holder, nor is there any certain time at which it 
matures, nor is the title of the person loaning money 
upon it, protected when lost or stolen, as in the case 
of commercial paper. Nor is the warehouseman a 
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guarantor of the title of property held by him and for 
which he has issued a receipt. 

The transfer for value as collateral security of ware- 
house receipts by indorsement and delivery, or by de- 
livery only, when such receipts are made payable to 
** holder " or "only upon return of this receipt,'* vests 
the legal title and possession of the property in the 
pledgee, and is equivalent to an actual deliver}' of the 
property. The warehouseman at once, without notice, 
becomes the bailee of the lender of money upon the re- 
ceipt he has issued. 

6. The members of an ordinary commercial part- 
nership have a general authority to borrow money upon 
the credit of the firm, in the usual course of business, 
and for partnership purposes. 

7 • A national banking association may take stock 
of a corporation as collateral security for a loan, it may 
take the stock of another national bank, it may take a 
pledge of personal chattels and a warehouse receipt for 
merchandise. 

8 • The courts have held that the original certifi- 
cates must be returned. 

9 • Not without an order from the court. 

10. Not unless all parties interested give their 
consent. 

11 . If the president held it as trustee for the bank, 
it would be valid, if he did not so hold it, it would not 
be valid. 

13 • Collateral deposited to secure one debt can- 
not be held against other debts. 



Gmtracts* 
Questions. 

1 . What are the essential features of a contract ? 

2 • Is a contract with a minor void ? 

3 • Can an infant avoid his contract ? 

4 • Is an infant's contract for necessaries binding ? 

5 • What is it the law will not allow an infant to do ? 

6 • Can persons of unsound mind make a binding 
contract ? 

7 • What is meant by consideration in a contract ? 

8 • What is an expressed consideration ? 
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0, What is an implied consideration ? 
lO • What is a valuable consideration ? 
11, What is a good consideration ? 

12 • What is meant by the subject matter of a con- 
tract? 

13 • What is meant by mutual assent ? 

14. If an offer is verbal, and the time allowed for 
acceptance is not mentioned, when must it be accepted 
to make a contract ? 

15 . If an offer and acceptance have been written 
when is the contract complete ? 

16 . What is meant by time in a contract ? 

17. What is an expressed contract ? 
18 • What is an implied contract ? 

19. What is an executory contract? 

20 . What is a joint contract ? 

21 . What is a several contract ? 

22 • Is a written contract any stronger than a verb- 
al one ? 

23 . What contracts must be written ? 

24 • If Brown sends an offer by mail to sell Black 
certain goods at a fixed price, asking reply by return 
mail, Black accepts the offer by return mail as directed, 
but his acceptance is never received, is there a con- 
tract ? 

25 • Suppose that Black in question No. 24 had re- 
plied by wire, would there be a contract ? 

26 . A makes B an offer and in its states that ac- 
ceptance is to be mailed but shall not be binding until 
received. Is such a contract binding ? 

27 . A mails a letter accepting an offer, and then 
finding that the contract is not an advantageous one, 
sends a telegram declining the offer, the telegram is re- 
ceived before the letter. Can A be held to the con- 
tract ? 

28 . A, who has allowed a note to go to protest, 
makes the following agreement with B, "in considera- 
tion of said note not being paid, I agree to pay two per 
cent interest per month until it is paid." Could B re- 
cover more than the legal rate of mterest on the agree- 
ment? 

29. A sold B a horse, and after the sale, wan ant- 
ed him sound. Is he bound by the warranty ? 

30 • Is a usurious contract void ? 
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Contmcts* 
Answers. 

1 . The essential features of a contract are; first, 
there must be competent parties, second, tliere must be 
a valid consideration, either actual or assumed; third, 
there must be a definite subject-matter to be act^d 
upon; fourth, there must be mutual assent to the terms 
of the agreement; fifth, the time when the contract is 
to be performed. Therefore every contract should 
contain the following elements, viz: Parties; Considera- 
tion; Subject-matter; Mutual Assent, and. Time. 

2. A contract with an infant is not void, but 
voidable. 

3. The law gives to any infant the personal 
privilege of repudiating his contract, if the contract 
has been executed and the infant wishes to avoid it, he 
can do so, but must return the consideration. 

4 • An infant's contracts for necessaries are binding; 
but it may be difficult to determine what are necessaries 
and what are luxuries, these however would be deter- 
mined somewhat by his age and his wealth. 

6. The law protects the infant, but it will not 
allow him to do any unlawful act. Infants are just as 
liable as adults for fraud, assault or any criminal act. 

6 • Persons of unsound mind and memory cannot 
make a binding contract, because they cannot give 
clear and intelligent assent to its terms. 

7 . Consideration might be said to be the price for 
a promise, or the cause which moves the parties 
interested to enter into the contract. 

8. An expressed consideration is that which is 
distinctly stated in the contract, whether written or oral. 

9. An implied consideration grows out of two 
classes of contracts; that is, out of sealed instruments 
and negotiable paper. 

10. A valuable consideration means the payment 
of money, the delivery of property, the performance 
of work, etc. 

11. A good consideration is one founded on love, 
affection or gratitude, this consideration will support a 
contract that has been performed, then only between 
the parties themselves, but it will not answer for an 

^ecutory contract. 
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12 • The subject-matter of a contract is ''the thing 
to be done, or omitted by one or both parties," of 
course the thing to be done must not be illegal, 
immoral, against the law, public welfare, etc. 

13. Mutual assent, is a ^'meeting of minds." It 
consists of an offer by one party and its acceptance by 
another, etc. 

14. It must be accepted immediately. 

15 • If it is to pass through the mails, the contract 
is complete when the acceptance is mailed. 

16. If the time in which the contract is to be^ per- 
formed is not expressed, the contract must be executed- 
within a reasonable time, this of course would be 
determined by the thing to be done. 

17. An expressed contract is one in which the 
terms of the agreement are openly, fully and plainly 
stated which may be either verbal or written. 

1 8 • An implied contract is one in which the law 
presumes what must have been the agreement in- 
tended by the parties. 

19. An executory contract is one yet to be 
performed. 

30 . A joint contract is one in which the parties 
are jointly bound to perform the contract. (Jointly 
means together). 

21 . A several contract is one in which two or 
more persons promise each for himself, that he will 
execute the whole contract. 

23. A written contract is not stronger than a 
verbal one, but the method of proof is different. A 
written contract generally proves itself. 

33 . Contracts that must be made in writing are 
those for the conveyance of real estate, for lease of 
land for more than one year, and contracts that are 
not to be performed within one year, etc. 

34 . The courts have held them as contracts. 

35 • If he had replied by wire, there woifld have 
been no contract unless the telegram was received. 

36. Yes, the condition in this proposition is a 
very wise one. 

37 • Yes, a man cannot overtake a letter with a 
telegram any more than he can recall words. 

38 . He could not recover on the agreement at 
all, the promise is made upon the past default of " A '* 
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which is no consideration at all. Consideration must 
be given for the promise. 

29. No. 

30. Yes. 



Gredhors. 
Questions. 

1 • Can subscribers to shares be released as against 
creditors ? 

2* If a shareholder is also a creditor of the com- 
pany, has he any special rights ? 

3 • Have creditors the right to combine to purchase 
at foreclosure sale ? 

4 • Has a corporation the right to prefer particular 
creditors ? 

6 • What are the rights of creditors respecting the 
reduction of Capital Stock ? 

6 • What are the rights of creditors against the 
directors who have caused loss of assets ? 

7 • What are the rights of creditors when capital has 
been withdrawn by shareholders ? 

8 • What amount of capital can creditors call for ? 
9 . Is a forfeiture of shares a discharge from liabil- 
ity to creditors ? 

lO • Is a transfer of shares a discharge from liabil- 
ity to creditors ? 

11. For what debts are shareholders liable ? 

13 . Does a transfer after insolvency discharge 
liability to creditors ? 

Gredftots. 
Answers. 

1. No. 

2. No.. 

3. Yes. 

4. Some courts have held that a corporation has 
such a right, but it is not sound reasoning and is against 
public policy. Statutes exist in some of the States pro- 
hibiting such preferences. 

5 • If the reduction is made without intent to de- 
fraud, it would be no concern of creditors. 

6 . In the absence of wilful neglect or fraud, the 
directors would not be liable but if they wrongfully dis- 
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tribute a portion of the company's capital among the 
shareholders in the form of dividends, etc. existing 
creditors would have a right to follow the funds so dis- 
tributed; they would also be entitled to recover com- 
pensation from the directors who were guilty of the 
diversion of capital. 

7 . If the shareholders should make a distribution 
of capital among themselves in the form of a dividend, 
with the intention of continuing the corporate business, 
they would be liable in equity, to future as well as ex- 
isting creditors, to restore the amount of capital ab- 
stracted, if necessary to pay their claims in full. 

8 • Creditors can only insist on contribution of the 
capital provided by the charter, 

9. Yes. 

lO • In some cases it is, in others it is not. If the 
shares are fully paid and the transfer bona fide, it 
would discharge the transferror, usually the liability 
follows the shares, however, it all depends upon the 
statutes which differ in the different states. 

11. Sometimes the liability imposed is a general 
one for all the company's debts, as the statutes of the 
different states vary so much, reference must be made 
to each, on this point 

12. No. 

Depreciatfon* 
Questions. 

1 . What is depreciation ? 

2 • Do you advise merchants, manufacturers, etc, 
to write off a depreciation at regular intervals ? 

3 • Should every business write off the same rate of 
depreciation ? 

4 • What rate per cent should be written off each 
year for depreciation ? 

6 • Do not investors frequently demand that a suit- 
able depreciation be written off the assets in making 
investigations ? 

DeprecUtiofu 

Answers. 

1 , Depreciation is the actual loss upon assets which 
are diminishing in value, or it is an estimated sum 
charged against gross revenue, which amount is con 
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sidered sufficient to replace the capital used up or re- 
duced by wear and tear. 

3 • I do. Every well regulated establishment should 
write off a depreciation every year. As a matter of 
fact, the investing public expect to find such deductions 
in the financial statements of all large concerns, 
especially those whose stocks are listed on the Ex- 
change. 

3. No. In some lines, a very small depreciation 
will suffice, but in case of large manufacturing plants 
where a great deal of machinery is used, the case is far 
different. In one case, goods may be slightly soiled 
by being handled, in the other it might be almost 
worthless by wear and tear. 

4 • Many different views prevail as to the best way 
of dealing with this question, and owing to trades and 
processes of manufacture varying so widely, it is im- 
possible to lay down invariable rules. This should be 
left to the judgment of those most intimately ac- 
quainted with the business. 

The main thing is that something be written off each 
year, so as not to show full value. Let us suppose the 
life of a machine is ten years, then ten per cent should 
be written off each year, so that at the end of ten years, 
the whole value of the machine will not be charged as a 
loss in the last year. '^ 

5 • Many do, and when they find that none has 
been made, they go no further. Whatever your busi- 
ness may be (if it is one in which anything depreciates) 
I would advise you to make as close calculation as 
possible for depreciation, and write such amount off 
each year. This subject if fully treated with methods 
of calculation in " Keister's Corporation Accounting 
and Auditing." 
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Directors* 
Questions. 

1 . Have the directors power to increase or reduce 
the capital stock of the company? 

3 • Can the directors make, alter or annul by-laws 
without special authority ? 

3 • May the directors assign corporate assets for the 
benefit of its creditors? 
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4 • Is a corporation bound by the declarations of in- 
dividual directors? 

5 • Have directors power to release subscribers to 
corporate shares? 

6 • Can the directors cancel a valid forfeiture of 
shares? 

7 • Have directors power to fix a price of shares at 
less than par value? 

8 • Have directors power to make assessments ? 

9 . Are directors agents for the corporation, or for 
the shareholders? 

10. Have directors power to surrender franchises 
without authority of the stockholders? 

11 • Please mention a few things directors can not 
do? 

12. Have directors the right tc inspect the books 
and records of the company? 

13 . Can the president revoke an act of the direct- 
ors? 

14 . May a director or officer of a corporation be 
a trustee in a corporate mortgage? 

15 • May a director be appointed receiver? 

16. Can directors vote at board meetings by 
proxy? 

17 . Is a majority of all the directors necessary to 
a quorum? 

18 . Are the acts at a board meeting without a 
quorum void? 

19 . Have directors power to exclude any of the 
board? 

20 • Is an assessment made by less than a quorum 
of directors void? 

21 • What acts do, and what do not require a vote 
of the directors? 

22 • What is the necessity of electing a board of 
directors? 

23 • Do directors serve until successors are chosen? 

24 • Have directors power to fill vacancies in the 
board? 

26 • Have directors power to remove members of 
the board? 

26 • What are the qualifications for the office of 
director? 

27 . How do directors stand as to the creditors of 
the company? 
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28 • Have directors power to give away corpor- 
ate bonds as a bonus? 

29 • Are directors allowed to make profits out of 
their trust? 

30 • Can directors buy shares from the company 
and resell them at a profit? 

31 • Can directors buy property for themselves and 
resell it to the company at a profit? 

32 • Can directors buy claims against the company 
at a discount and prove them for the full amount? 

33. Can directors vote upon questions affecting 
their private interests? 

34 • Are directors liable to creditors for mere mis- 
management? 

35 • Are directors liable for loss through negligen- 
ce and inattention? 

36 • Are directors liable for mistakes of law and 
judgment? 

37 • Are directors personally liable for acts in ex- 
cess of their authority? 

38 • Are directors liable for fraudulent over-issue of 
shares? 

39 • What is the liability of directors for paying divi- 
dends when the corporation is insolvent? 

40 • What is the liability of directors for issuing 
fraudulent share certificates? 

41 • Is the separate assent of a majority of the di- 
rectors binding? 

42 • In what way must the directors act? 

43 • Have directors power to mortgage the corpor- 
ate property? 

44. Can directors give away the corporate as- 
sets? 

45 • Have directors the power to make an assign- 
ment for the benefit of creditors without the authority 
of the stockholders? 

46 • Can a by-law take away the power of stock- 
holders to elect directors? 

47 • Can the directors accept a surrender of 
shares? 

48 • Can the directors of a corporation engage in 
a business in rivalry with that of the corporation? 

49 • Are directors liable to shareholders for failing 
to declare a dividend? 
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50 • Can a director who is also a creditor of the 
corporation secure an advantage for himself over other 
shareholders ? ^ 

51 • Are the directors responsible for subscribing 
in the name of the corporation for shares of another 
corporation? 

62 • Are the directors liable to the company for 
damages for publishing false balance sheets? 

53 • Are directors personally liable for improperly 
approving a transfer of shares? 

Directors* 
Answers* 

1 . The capital stock of a corporation cannot be in- 
creased or decreased by the directors unless authorized 
by statute. 

3 • Without statutory authority directors, trustees or 
managers cannot make, alter or annul by-laws, this can 
only be done by a majority of its members. 

3 • There is a great deal of authority claiming the 
right of directors of an insolvent corporation to make 
an assignment in good faith of all its assets to a trustee 
for the payment of its creditors, without the consent of 
its stockholders. As an assignment usually ends the 
corporation, this right of the directors is denied by 
some courts. The directors have no such power where 
the statute prescribes a different mode of winding up 
corporate affairs and liquidating its debts. 

4, The declarations of a single director will not 
bind the corporation unless he is holding some office 
or exercising some agency under the corporation, in 
addition to his office as a director. The directors must 
act as a board. 

5 • They have not. 

6, They cannot. 

7 • The directors of a corporation have no power 
whatsoever to fix the price of a stock differently from 
the manner in which it is fixed by its charter or articles 
of association ; or to sell it for less than its par value. 
This would be a fraud on such of the stockholders as 
have paid in full for their shares. 

8, They have. 

9. The directors or trustees, by whatever name 
called, of a corporation are the agents selected by the 
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stockholders to manage the ordinary affairs of the cor- 
poration, according to the charter, by-laws, rules and 
regulations. 

10 . They have not, unless the power is given them 
by statute. 

11. A few things directors can not do are these, 
they cannot issue accommodation paper, they cannot 
consent to the act of an officer in converting the funds 
of a corporation to his own use, they cannot delegate 
all their powers of management to an executive com- 
mittee of their number, they cannot execute a lease 
which practically divests the corporation of all its 
property, etc. 

12 • Every director has a right to inspect the books 
and records of the corporation, in order to ascertain 
what the corporation is doing, a majority of the board 
cannot lawfully exclude a minority from this right. 

1 3 • The president of a corporation cannot revoke 
an act of the directors. 

14. Yes. 

15 . Yes, but sometimes it is just as well not to do so. 

16. No. 

17.. A majority of all the directors is necessary, 
unless the charter, articles of incorporation, or a valid 
by-law confers that power upon a less number. 

18 • They are not void but voidable. 

19 . None whatever. - 

20. No. 

21 . The following acts are not of sufficient im- 
portance to require a vote of the directors : The mak- 
ing of ordinary contracts, the assignment of an account 
by its Secretary, the borrowing of money, and similar 
acts. 

The following acts do require the vote of the direct- 
ors in order to make them valid. A mortgage of the 
corporate property, as security for a loan, an assign- 
ment of all the property of a corporation for the benefit 
of its creditors, etc. 

22 • The statutes do not only require it; but it is 
necessary for the government and management of the 
corporate affairs. 

23. Nearly all statutes prescribe the directors 
elected, shall hold their offices for a stated period, and 
until their successors are elected and ratified. 
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34. No.' 

35 • None whatever. 

36. To be a director one must be a bona fide 
shareholder, an Attorney in a suit against the corpora- 
tion is not eligible as a director. 

37 . The assets of a corporation are a trust fund 
for its creditors, and its directors are the custodians 
and managers of that fund, they are in a sense trustees 
for such creditors, and in that character they have been 
held liable to creditors for breaches of trust. 

38 • Directors have no authority to give away its 
bonds as a bonus to its stockholders, nor give away its 
stock as a bonus to its bondholders, it has been done, 
however, and there are some unfortunate decisions up- 
holding it, nevertheless it is against public policy. 

39 . They are not, such profits inure to the benefit 
of the corporation. 

30 . A director, even with the consent of the body 
of the corporation, cannot buy in shares of the com- 
pany from one who is unable to pay for them, and then 
resell them at an advance and retain the profit. 

31 . If directors buy property for themselves and 
then resell it to the corporation at a profit they will be 
held to account to the corporation for that profit. 

33 . Not by any means. 

'33. It cannot be done with propriety, such action 
would be voidable at the instance of the company or 
shareholders. 

34 . Directors and officers of a corporation are not 
liable to creditors for mere mismanagement, unless 
they are made liable by the articles of incorporation or 
by statute. 

35 . They are. 

36 . No, not when acting in good faith. 

37. Yes. 

38. Yes. 

39 . In some States they would be liable to the 
corporation, in others they would be liable to creditors 
and in some others they would be liable to both. 
Dividends can be paid only out of profits. 

40 . They will be held liable to those who take the 
certificates in good faith and for value. 

41. No. 

43 • Directors must act together as a board, at a 
board meeting. 
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43. In the regular course of business and for 
legitimate purposes they have. 

44 • Not in any way or by any means. 

45, They have, unless the charter or governing 
statute enacts or implies the contrary. 

46. Where the charter gives to the stockholders 
the power to elect the directors, the corporation cannot 
by ^ by-law, take away this power. 

47 • Directors have no power to accept a surrender 
of shares and release a shareholder, unless the power 
is expressly granted by statute or charter. 

48 • Good authority says it would not be a breach 
of trust to do so, if done in good faith. 

49. In the absence of fraud, directors are not 
liable to shareholders for failing to declare a dividend. 

60. No. 

61. Yes. 

62. No. 

63 • Yes, if they exercise their power corruptly. 



Discount. 
Questions. 

1 . Has a corporation power to sell its bonds at a 
discount ? 

3 • Can a corporation issue its shares at a discount ? 

Discount. 
Answers. 

1 • Yes, unless restrained from doing so by consti- 
tutional provisions. 

2. No. • 

Dissolution. 
Questions. 

1 . How may a corporation become dissolved ? 

3 . How may a partnership be dissolved ? 

3 . Does an assignment for the benefit of creditors 
dissolve a corporation ? 

4. Are preferred shareholders entitled to priority 
over creditors in dissolution ? 

6 . Have preferred shareholders any priority over 
other shareholders in case of dissolution ? 
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Dissolution* 
Answers. 

1 . A corporation may be dissolved ii^ four ways: 
1. By an act of the legislature. 2.- By the death of all 
the members. 3. By a forfeiture of its franchises. 4. 
By a surrender of its charter. 

2. A partnership may be dissolved, i. By the will 
of any partner. 2. The impossibility of going on. 3. 
The transfer of a partner's interest. 4. The occurence 
of some event which renders the partnership illegal. 5. 
Death. 6. Insolvency. 

3. No. 

4. No. 

5. No. 



Dividends* 
Questions. 

1 • What is a dividend ? 

2 • When does a dividend become a liability ? 

3 . If a dividend has been declared, can a share- 
holder sue for it ? 

4 . By whom is a dividend declared ? 

5 • Can a corporation appropriate an unpaid divi- 
dend? 

6 . If a dividend has been improperly declared, can 
it be reclaimed ? 

H . Can a corporation forfeit a dividend ? 

8 • Can a corporation discriminate against its share- 
holders in respect to dividends ? 

9 • Are directors liable to shareholders for failing 
to declare dividends ? 

10 . Who bears the loss where a dividend is pay- 
able at a bank which fails ? 

1 1 • Can dividends be declared and paid out of 
capital ? 

12. Are directors liable for improperly declaring 
dividends ? 

13. What are profits, to be divided? 

14 . Are stockholders liable to creditors for divi- 
dends fraudulently declared and paid ? 

16, Are stockholders liable to creditors for assets 
wrongfully withdrawn and divided ? 
10. Is a stock dividend legal? 



1 7 • Can a corporation issue bonds in lieu of cash 
dividends ? 

18 • To whom do dividends belong ? 

19 • Do Undivided profits pass with the shares ? 
20. Does a dividend declared, but not paid pass 

with a future transfer of shares ? 

31 . Are preferred shareholders entitled to divi- 
dends if there are no profits to divide ? 

23 • What are net earnings to be appropriated in 
dividends on preferred shares ? 

33, Do preferred shareholders participate with 
common shareholders in any surplus after receiving 
their preferred dividend ? 

24 • When should a corporation not declare a divi- 
dend ? • 

35 • What is the liability for declaring dividends 
when the corporation is insolvent ? 

36 • Must a shareholder present his certificate in 
order to draw his dividend ? 

37 • In case of transfers, who would be entitled to a 
stock dividend ? 

38 • What scrip holders would be entitled to divi- 
dends, when there has been a successive ownership ? 

Dividends 
Answers. 

1 . A dividend is a certain portion of the net profits 
and surplus funds of a corporation which has been 
actually set aside by a valid resolution of the board of 
directors, or by the stockholders at a corporate meet- 
ing, for distribution among the shareholders according 
to their respective interests. 

3 • A dividend becomes a liability of the corpora- 
tion just as soon as it has been regularly declared. 

3 • As a dividend becomes a liability when declared, 
a shareholder may sue and recover the same at law. 

4 . In nearly all corporations this authority is given 
to the directors. 

6. No. 

6 • A dividend paid out of the capital stock can be 
reclaimed by the creditors. 

7 • After a dividend has been lawfully declared, it 
cannot be forfeited or confiscated at the mere pleasure 
of the company. 
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8 • No, this of course has no reference to dividends 
on preferred shares. 

9 . In the absence of fraud they are not. 

10 • The company must give notice to the share- 
holders. If a stockholder then neglects to draw the 
money within reasonable time, and the bank fails, the 
stockholder would be the loser. 

1 1 • Not by any means, or under any circumstances, 
excepting a dividend in liquidation. 

12. Yes. 

13. A high court authority says, that net profits 
are found by deducting all expenses, interest losses, 
etc. from actual profits. 

14. Stockholders withdrawing the capital of the 
corporation are bound to make it good. 

15. Yes. 

16. It is, unless restrained by statute. 

17. Yes. 

18 . Dividends belong to the owner of the stock at 
the time when the dividend is actually declared, ir- 
respective of the time when it is earned, although it 
may be made payable at a future date. 

19. Yes. 

30 . A dividend that has been previously declared 
and made payable at some future time, belongs to the 
seller and does not pass with a transfer of shares un- 
less specially agreed. 

21 . Preferred shareholders are entitled to dividends 
only when there are net profits. If there are no earn- 
ings, they get no dividends. 

23 • Preferred shareholders can only look to the 
profits of each year. If they are lost for that year, 
they are lost forever. 

33 . One of our courts has held that, when the 
preferred stock has, in any one year received its stipu- 
lated dividend, the common stock is entitled to the 
same, if so much shall have been earned; then if there 
be any surplus beyond this, the common and preferred 
stock shall share it equally. 

34 . A corporation should not declare a dividend if 
its property, machinery etc. is in need of repairs. Its 
surplus funds should be used for that purpose. 

35. The directors would be held liable, if it 
amounted to a distribution of the assets of the com- 
pany among its shareholders. 
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26 • The certificate need not be presented to draw 
a dividend. 

37 • The right to stock dividends is precisely the 
same as the right to a cash dividend. Such dividends 
belong to those who are the holders of the stock at the 
time the dividend was declared. 

38 • Holders of scrip certificates convertible into 
stock, stand on the same footing as the purchaser or 
assignee of the stock in respect of the right of divi 
dends. 



Elections* 
Questions. 

J 1 • When must corporate elections be held? 

3 • Can the annual meetings of a corporation be 
held at a later date than fixed by the by-laws? 

\ 3 • What is the effect of changing the date of annu- 

al elections? 

4 • Where must the annual meeting of a corporation 
: be held ? 

|i 5 • Is it necessary for corporate meetings to be 

p duly assembled? 

i- 6 • If a corporate meeting has not been duly assem- 

i: bled will the majority bind the minority ? 

! 7 • Is a corporate meeting invalid unless notice be 

I given ? 

I 8 • Must notice be given for directors meetings ? 

9 • Is a majority of all the shares necessary to elect? 

10 • Who is entitled to vote at corporate elections ? 

1 1 • Are executors, surviving partners, trustees, 
assignees, administrators, etc., allowed to vote at cor- 
porate elections ? 

13, Who has the right to vote shares that are 
pledged or mortgaged ? 

13. Who has the right to vote shares held by the 
corporation ? 

14. Who has the right to vote shares held by 
other corporations ? 

15 . Who has the right to vote by proxy ? 

16. Can the validity of a proxy be questioned ? 

1 7 . Can directors vote at board meetings by proxy? 
18. Can a director vote upon questions affecting 
his private interests ? 
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19 • Can a director vote himself compensation ? 
30 . May preferred shares be issued without the 
right to vote ? 

JJl • By what are corporation elections regulated ? 

22 • Who is eligible to the office of director ? 

23 • Is it necessary to be a shareholder in order to 
be a director ? 

24 • By whom are the directors elected ? 

25 • By whom are the officers elected ? 

26 • Can a receiver control corporate elections ? 

27 • How many votes is a stockholder entitled to ? 

Elections* 

Answers. 

1 . Corporate elections should be held at the time 
stated in its articles of incorporation or by-laws. 

2 • Yes, but they should be held at the time fixed 
by the by-laws. 

3 • If the time is fixed in the charter or by-laws for 
holding corporate meetings the members are presumed 
to have notice, and if the time be changed, it might be 
confusing, although due notice be given. 

4 . If the place of meeting is fixed by the charter 
or by-laws, the meeting should be so held, but if they 
are not fixed, the time and place may be fixed by the 
president or directors. 

5 • Unless corporate meetings be duly assembled, 
in conformity with the law of its organization, the acts 
of its members would not be valid. 

6. No. 

7 • Corporate meetings are invalid, and the busi- 
ness transacted thereat is voidable, if the members 
have not been duly notified of the meeting according 
to the by-laws, etc. If the meeting be a stated one, the 
members are bound to take notice. If a special meet- 
ing is called for the purpose of a corporate election, 
etc., all the members must be notified, or the election 
will be void. 

8 • Directors meetings must be regularly convened. 

9. Yes. 

10, Shareholders in whose names shares are stand- 
ing upon the corporate books, are entitled to vote. 

11 o Yes. 
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12. The pledgor has the right to vote unless the 
shares stand on the corporate books in the name of 
the pledgee. 

13. Shares owned by the corporation cannot be 
voted. 

14 . In the absence of legislative authority or sanc- 
tion, it is against public policy to allow one corpora- 
tion to purchase a majority of the shares of another 
company for the purpose of absorbing it, the purchas- 
ing corporation can be restrained from voting at an 
election in respect of such shares. 

15. The person to whom the proxy was given 
must vote it. 

16. A written proxy in regular form and apparent- 
ly the act of the shareholder must be accepted. 

17. No. 

18. No. 

19. No. 

20. Yes. 

2 1 . The charter and by-laws. 

22 . No person is eligible for the office of director 
who is not a bona fide holder of shares in the corpora- 
tion. 

23 • Some courts have held that, in the absence of 
a governing statute or valid by-law, one need not be a 
shareholder in order to be a director. 

24 . By the shareholders. 

25 • By the directors. 

20. A receiver cannot control or interfere with 
corporate elections. 

27 • Stockholders are entitled to one vote for each 
share of stock standing in their name. 
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Fictitfotis Persons* 
Questions. 

1 . What is the effect upon the liability as share- 
holder, when shares are taken in the name of fictitious 
trustees ? 

2 . What is the effect upon the liability as share- 
holder when shares are taken in the name of fictitious 
persons ? 

3 • What is the effect of transferring shares to fic- 
titious persons ? 

So 



Fictitious Persons* 
Answers. 

1 . In the absence of fraudulent representations 
such trusts are sustained, but where the trust is merely 
fictitious, and especially where it is concocted to de- 
ceive the public, the real holder will be held. 

2 . To subscribe for shares in the name of fictitious 
or non-existing persons, is an obvious fraud upon the 
rights of creditors and other shareholders. The real 
subscribers will be held. 

3 . A shareholder cannot escape the obligation of 
his subscription, nor his liability to creditors by trans- 
ferring his shares to a fictitious or non-existing person. 



Fraud and Deceit 
Questions. 

1 . Are promoters liable for false representations in 
procuring share subscriptions ? 

2. Is a corporation liable for the frauds of its 
agents in procuring stock subscriptions ? 

3 . To avoid being deceived, what mquiry should 
one make before subscribing for stock ? 

4. Are corporations prohibited from making a 
fictitious issue of stock, or to issue stock or bonds, ex- 
cept for labor done, money or property received ? 

5. If one subscribes to an over-issue of shares, 
would he be a shareholder ? 

6. Is a donee of gratuitous, fictitious stock a stock- 
holder ? 

7 • What is the liability of a corporation for issu- 
ing fraudulent share certificates ? 

8. What is the liability of a corporation for a 
fraudulent issue of its shares ? 

9 . Is it a fraud for a corporation to make agree- 
ments that unpaid shares shall be deemed paid ? 

10. What is the liability of a corporation for a 
fraudulent over-issue of shares ? 

11 • Can a subscription for shares, which has been 
made to induce others to subscribe, be enforced ? 

13 . What is the liability of a corporation for trans 
ferring shares on a forged power of attorney ? 

13. Are corporations liable for the frauds of their 

agents ? 
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14 . Are bank directors liable for fraudulent repre- 
sentations ? 

15 • For what frauds are officers personally liable ? 

16, What are the rights of a bona fide purchaser 
for value of corporate bonds that have been over- 
issued ? 

1 7 • What is the personal liability of shareholders 
for their frauds in dealing with corporate assets ? 

Fraud and Deceit* 
Answers. 

I. Yes. 

3 • Yes, the person so defrauded will be entitled to 
claim of the corporation a recission of the contract. 

3 • Generally speaking, every contracting party has 
an absolute right to rely on the express statement of 
an existing fact, the truth of which is known to the op- 
posite party, and unknown to him, as a basis of a 
mutual engagement, and he is under no obligation to 
investigate and verify statements to the truth of which 
the other party to the contract with full means of 
knowledge, deliberately pledged his faith. However, 
investors would lose much less money if they would in- 
vestigate thoroughly in every particular. Investiga- 
tions for investors is a specialty with D. A. Keister & 
Co. , Financial and Industrial Investigators, 8S Wall 
St., New York. Consult them. 

4 • They are, and it is right that they should. 

5 • Such a subscriber is not liable on his subscrip- 
tion. 

6. No. 

7 . The person who sustains a loss through the im- 
position thus practiced upon him, will be entitled to 
indemnity from the company. 

8 • If the officer of a corporation whose duty it is 
to issue and transfer stock, should make a fraudulent 
issue the company will be bound to make it good in 
the form of damages. 

9. Such agreements are frauds upon other sub- 
scribers. 

lO • The corporation is liable for damages. 

II. Yes. 

13. A corporation transfers stock at its peril, and 
if it does so on a forged power of attorney it will be 
liable to the true owner. 
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13 • A corporation is responsible for the frauds of 
its agents when acting within the powers of the corpor- 
ation, and within the scope of their agency. 

14. Bank directors are liable for damages, for 
making false and fraudulent representations. 

15. Officers of a corporation are liable for all 
frauds and deceits practiced by them. 

16. The corporation will be liable. 

17. Shareholders are personally liable for their 
own frauds, though committed under pretense of acting 
on behalf of the corporation. 



Guaranty. 
Questions. 

1 . Can one corporation guarantee dividends of 
another corporation ? 

3 . Is a guarantee of dividends on preferred shares 
absolute or conditional on there being net earnings ? 

3o Can one corporation guarantee the bonds of 
another corporation ? 

4 o Can one corporation guarantee the contracts or 
obligations of another corporation ? 

Guaranty* 
Answers. 

1 o Not without express legislative authority. 

3 o Dividends can be paid only out of profits. 

3. Yes. 

4 . Yes, but not accommodation paper, etc. 



Heirs and Assigns. 
Question. 

1 . What is the meaning of " Heirs and Assigns " 
as used in a mortgage deed of trust ? 

Heirs and Assigns. 
Answer. 

1 . Thompson in his commentaries on the law of 
corporations, says, " Suppose that the mortgage deed 
of trust, instead of being drawn, as it should be, in the 
form of a conveyance to the trustee and his successor 
in the trust, is drawn in the form of a conveyance to 
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the trustee by name, "and his heirs and assigns,'* — 
will the heir at law of the trustee be entitled to claim 
any rights or interests under the conveyance, or to be 
made a party in a proceding in equity to execute the 
trust ? This question has been properly answered in 
the negative, upon the ground that the conveyance to 
the original trustee makes him the depositary of a per- 
sonal confidence in the nature of a passive trust, that 
upon his death no beneficial interest, in respect of the 
trust, passes to his heir ; but that it is competent for 
the court, as. was done in the particular case, to ap- 
point a trustee or successor to the deceased trustee, 
which being done, the heir of the deceased trustee will 
not be made a party on his own petition to a proceed- 
ing in equity affecting the trust." 



Holding; Out* 
Questions. 

1 . Is a corporation liable for the acts of its officers 
and agents whom it has held out as having authority ? 

3 • Is a retiring partner liable, if his name is still 
held out ? 

3 • If the surviving partners continue the old busi- 
ness in the old firm name, will the estate of the de- 
ceased partner be liable ? 

Holding; Out* 
Answers. 

1 . The corporation will be liable for the actions of 
those it has held out to the public as possessing au- 
thority. 

2 • In some cases he would, and in others he would 
not. The safest way is not to allow your name to be 
used, unless you intend otherwise. 

3. No. 
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Indorsements* 
Questions. 

I • What is an indorsement ? 

aJ. What constitutes a negotiation of commercial 
paper? 

3 o For what purpose is an indorsement made ? 

4 • How many kinds of indorsement are there ? 

5 • What is a blank indorsement ? 

6 • What is a full indorsement ? 

7 • What is a conditional indorsement ? 

8 • What is an indorsement without recourse ? 

9 • What is a restrictive indorsement ? 

10. Must the indorsement be of the entire 
instrument ? 

I I • When is a person deemed an indorser ? 

13 . What is the liability of a general indorser ? 
13 • What is the liability of an irregular indorser ? 

14. What is the effect of a transfer without 
indorsement ? 

15. If a person negotiates an instrument by 
delivery, or by a qualified indorsement, what does he 
warrant ? 

16 o What is the effect if an indorsement be 
stricken out ? 

1 7 , What is the liability of an indorser where 
paper is negotiable by delivery ? 

18 o What is the liability of an agent or broker as 
indorsers ? 

19, What is the effect of indorsement of an 
instrument payable to bearer ? 

20 • What is the effect of an instrument drawn or 
indorsed to a person as cashier ? 

21 . In what order are indorsers liable ? 

22. What is the power of corporate officers to 
indorse and transfer negotiable paper ? 

23 • What is the power of agents of corporations 
to indorse negotiable instruments ? 

24. Have corporations the power to indorse for 
accommodation ? 

25 . Has the President of a corporation power to 
indorse its negotiable paper for the purpose of transfer? 

26 . Has the Treasurer of a corporation power to 
transfer negotiable securities by indorsement ? 
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37 . Has the Treasurer of a corporation power to 
make, accept or indorse for accommodation under a 
general power to indorse ? 

38 • Is a bank liable for the fraudulent indorse- 
ments, made by its cashier ? 

39 • When does the absence of indorsement upon 
bonds put intending buyers upon inquiry ? 

30 • How should an agent indorse for his principal 
so as not to bind himself ? 

31 . Is an indorsement by an infant binding ? 

33, Is an indorsement by a married woman 
binding ? 

33 • When is an executor personally bound by his 
indorsement ? 

34 • If any one member of a partnership indorse 
in the partnership name, will it bind the firm ? 

35 • If a note is indorsed by apartnership before dis- 
solution, but not negotiated until afterwards, is it valid? 

36 • When should an indorsement be made ? 

37 • Is an indorser bound for any sum subsequent- 
ly written ? 

38 • Can a note be transferred without indorsement? 
39, Is a person liable as iildorser on a mere 

promise to indorse ? 

40 • Does misspelling vitiate mdorsement ? 
41 . If a note is covered with indorsements, and 

there is no more room, what is to be done ? 

43 • What is the advantage of a blank indorsement? 

43 • What is the advantage of an indorsement in 
full? 

44 • Who is the owner of a note payable to bearer 
which has been lost by, or stolen from the owner and 
transferred to a bona fide holder ? 

45 • Is a banker obliged to pay his acceptance on 
a forged draft ? 

46. Is a note with indorsements in full and one in 
blank negotiable? 

47 • For what purpose may accommodation paper A 
be used ? ' 

48 • What is the liability of an accommodation 
indorser ? 



CORRESPONDCNCC IN ALL MOOCRN LANGUAGES. 

D. A. KEI8TER & CO., 88 WALL 8t„ NEW YORK 
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Indorsements* 
Answers* 

1 . The written transfer of negotiable paper is 
called an indorsement, because it is almost always 
written on the back of the instrument, but it has its 
full legal effect if written on its face. 

2 • An instrument is negotiated when it has been 
transferred from one person to another in such a man- 
ner- as to make the transferee the holder. If the in- 
strument is payable to bearer, it is negotiated by de- 
livery. If it is payable to order, it is negotiated by 
indorsement and delivery. 

3. Indorsements are made for the purpose of 
transferring the title to a negotiable instrument, or to 
strengthen the security of the holder by assuming a 
contingent liability for the future payment. 

4:, There are five kinds of indorsement, called: 
Blank, Full, Conditional, Restrictive and Indorsement 
without Recourse. 

5, An indorsement in blank consists in writing 
only the name of the holder upon the back of the in- 
strument, its effect is to make the instrument payable 
to bearer, thus, " John D. Sullivan." 

6 • An indorsement in full is one in which the in- 
dorser writes over his signature an order to pay to 'a 
certain person, thus : 

" Pay to H. C. Hawkins or order, 

J. C. Grabbe." 
The effect of a full indorsement is to transfer the 
title to the indorsee, who can transfer the title to an- 
other only by indorsement. 

7 . A conditional indorsement is one by which the 
possession of the instrument passes to the indorsee, 
but the title thereto, either does not pass until the 
happening of some condition named in the indorse- 
ment, or passes subject to defeat upon the happening 
of some condition. For example, "Pay to John 
Harris if he arrives at 21 years of age," or " Pay to 
Henry Wolf or order, unless before payment I give 
you notice to the contrary." 

8 • An indorsement without recourse is one which 
passes the title to the instrument but does not render 
the indorser liable to subsequent holders in case the 
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acceptor or maker fails to pay the instrument when 
due. This indorsement is made by the indorser writ- 
ing over his signature the words, " Without Recourse," 
or any similar expression, thus, 

"Without Recourse, 

J. S. White." 
This is also called a qualified indorsement. 

9 • A restrictive indorsement is one which does not 
pass to the indorsee any beneficial interest under the 
instrument. There are two classes; indorsements" to 
an agent for collection or deposit, and indorsements 
for the benefit of a third person, as where the indorsee 
is trustee. In the first class the indorsee cannot 
further negotiate the instrument, but in the second he 
can. For example; 

" Pay to George H. Howard, only, 

J. J. Sullivan." 

10 • The indorsement must be of the entire instru- 
ment, but if the instrument has been paid in part, it 
may be indorsed as to the balance. 

11 . A person would be deemed an indorser, if his 
signature has been placed upon an instrument other 
than as maker, drawer or acceptor, unless he use such 
words a^ would bind him in some other capacity. 

13 , Every indorser who indorses without qualifica- 
tion warrants to all subsequent holders, that at the 
time of his indorsement the instrument was valid, and 
that on due presentment, it shall be accepted or paid, 
or both as the case may be and that if it be dishonored, 
he will pay the amount to the holder, or to any subse- 
quent indorser, who may be compelled to pay it, pro- 
vided all necessary proceedings have been duly taken. 

13. If the instrument is payable to the order of a 
third person any one not otherwise a party to the in- 
strument, who places thereon his signature in blank, 
before delivery, is liable to the payee and all subse- 
quent parties. If the instrument is payable to the or- 
der of maker or drawer, or is payable to bearer, he is 
liable to all parties subsequent to the maker or drawer. 
If he signs for the accomodation of the payee, he is 
liable to all parties subsequent to the payee. 

14. If the holder oi an instrument payable to his 
order, transfers it for value without indorsing it, the 
transferee acquires such title as the transferer had 
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therein, and is entitled to have the indorsement of the 
transferer. 

15. He warrants that the instrument is genuine, 
that he has a good title to it; that he has no knowledge 
of any fact that might impair the value or validity of 
it and that all prior parties had capacity to contract. 
If the negotiation is by delivery only, the warranty ex- 
tends to the immediate transferee only. 

16. The indorser whose indorsement is struck 
out, and all indorsers subsequent to him, are thereby 
relieved from liability on the instrument. 

17. One who places his indorsement on an in- 
strument negotiable by delivery incurs all the liabilities 
of an indorser. 

18 . An agent or broker who negotiates an instru- 
ment will be personally liable, unless he discloses the 
name of his principal, and that he is acting as his agent 
only. 

19. If an instrument payable to bearer, is indors- 
ed in full, the indorser is liable to only such holders as 
make title through his indorsement, although it may be 
further negotiated by delivery. 

20 • Such indorsement is deemed to be payable to 
the corporation or bank of which he is such officer. 
An instrument so indorsed may be negotiated by 
either the indorsement of the bank, or that of the 
cashier. 

21 • In respect to themselves, indorsers are liable 
in the order in which they indorse. 

22 • A corporation may have the power to indorse 
and transfer negotiable paper, and yet it may not have 
empowered its officers or agents to exercise the powei 
in its behalf. Corporate officers should be authorized 
by the by-laws. Bank cashiers and managers of most 
corporations have this power by implication of law. 

23 • An agent of a corporation may have authority 
to transfer negotiable paper by indorsement, without 
authority to bind the company as indorser, as stated 
before, such authority should be clearly defined. 

24:. Corporations have no power to indorse for 
the accommodation of others. However, such paper 
will be good as against the corporation in the hands of 
a bona fide purchaser for value before maturity with- 
out notice that it is accommodation paper. 
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35. The transfer of negotiable paper is incident 
to the transactions of most every kind of business, and 
as the President is the usual officer to execute the com- 
pany's written contracts, he has implied authority to 
indorse its negotiable paper for the purpose of trans- 
ferring title to it in the ordinary course of its business. 

36, The Treasurer of a corporation, other than 
banking should, on principle, be presumed to have 
the power to transfer its negotiable securities in the 
ordinary course of its business, although this power 
rests upon a different footing from the power to create 
debts by omitting such securities, or to omit them in 
liquidation of debts already created. 

37 • Not by any means. 

38 . The Cashier would be exceeding his authority 
and the bank would be liable. 

39 • When bonds have been properly issued, they 
will be properly indorsed by the proper officers, desig- 
nating place of payment, etc. The absence of such 
indorsements would be sufficient to put a purchaser on 
his guard. It would indicate fraud. 

30 • When an agent indorses for his principal, to 
avoid personal liability, he should first sign the princi- 
pal's name, then add his own as agent, just the same 
as in signing a contract, thus, the Natl. Rivet Co. by 
John Harrison, Agent, or Secretary or Treasurer. The 
universal usage among bankers, is that a cashier need 
only to sign his own name, with the addition of the 
word " Cashier." 

31 • An infant may endorse a bill, and the in- 
dorsement will have the effect of transferring the pa- 
pers so far that title may be made through the infant, 
but such indorsement will not hold him liable, nor will 
it pass the property in the note out of him, as against 
his interest. 

33. Parsons, a leading authority on commercial 
paper, says, that a married woman's indorsement 
would neither transfer the paper nor make her liable. 

33 • An executor or administrator like any other 
trustee, would be held by his indorsement personally, 
although he add to his name the word, " executor " or 
" administrator " unless he say expressly that recourse 
is to be had, not to him, but only to the estate of the 
deceased. 
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34. Yes. 

35 « It is doubted by good authority. I would ad- 
vise against using it. 

36 • Any time before maturity. 

37 . Yes, if the indorsement was made first, and 
the amount to be written .ater. 

38 • A negotiable note may be transferred by as- 
signment instead of indorsement. 

39 • Not unless his name is written in some way on 
the instrument. 

40. No. 

41 • When the instrument is covered with indorse- 
ments a piece of blank paper may be attached to it, 
called ** allonge. " 

43 • A blank indorsement is effectual to pass the 
paper, and gives to the transferee unqualified power of 
disposing of the paper, and is therefore more con- 
venient to him, while it lays no additional obligation 
on the indorser. 

43 • When an indorsement is in full, no one can 
acquire property in the paper without his indorsement. 

44 • It becomes the property of the bona fide hold- 
er. 

45 • Bankers must always pay their acceptance on a 
forged draft, because they are bound to know the hand- 
writing of their customers, consequently they must bear 
the loss, when the signature of the drawer is forged 
and they have accepted. 

46. Yes. 

47 . The holder of an accommodation note, with- 
out restriction as to the mode of using it, may transfer 
it either in payment, or as collateral security for an 
antecedent debt. 

48 . A person, making, or indorsing a note, or draw- 
ing, accepting or indorsing a bill, or becoming liable in 
any way on negotiable paper, for the benefit of another 
person, is liable to a third person, even with notice of 
the want of consideration, but is not to the person ac- 
commodated. 



We will serve you by the vcar as Consulting Accountanti 

AND Auditors, business and Financial Advisors. 

D. A. KEI8TER & CO. 

88 WALL STREET, NEW YORK. 
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Infants or Minprs* 
Questions. 

1 . Is a contract with a minor void ? 
!8 . Can a note given by a minor for necessities be 
enforced ? 

3 • Is an acceptance by a minor void ? 

4 • If a minor becomes of age while in a partner- 
ship firm, does he become liable on a note given by the 
firm during his minority ? 

5 • If an infant ceases to be a partner on coming of 
age, must he give notice to avoid liability ? 

6 • If an infant and adult join in a note, can the 
adult be sued alone ? 

7 . If an infant is a joint debtor, does his discharge, 
discharge others ? 

Infants or Minors* 
Answers. 

1 . Contracts with minors are not void, but voidable. 

2 . It is doubted by high authority. 

3 . It is voidable. 

4 . Not unless he ratifies it. 

5 • He will be liable unless he gives notice. 

6 • It is questioned by the best authority. 
7. No. 



Interest* 
Questions, 

1 . Does a note bear interest if it is not so express- 
ed? 

2 • Do assessments of stock bear interest ? 

3 • Can a corporation pay interest on its shares ? 

4 • Can a corporation issue bonds in payment of 
interest ? 

5. Does non-payment of interest on corporate 
bonds render the bonds non-negotiable ? 

6 • Do over-due coupons bear interest ? 

7 . Can a National Bank charge more than legal in- 
terest on over drafts ? 

8 • What amount of usurious interest can be re- 
covered ? 
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Interest* 
Answers. 

1 . If the paper be on time, it will be entitled to 
interest from its maturity, even though it is not ex- 
pressed. If the paper is on demand, interest runs from 
the time the demand was made. 

3 . The general principle is that interest begins to 
run from the time when the assessment ought to be 
paid, and not from its date. 

3 . A corporation cannot pay interest on its shares 
except out of profits, unless expressly anthorized by 
statute. 

4 . It can for legitimate purposes, and if not usur- 
ious. 

6. No. 

6 • Yes, they carry interest from date of maturity. 

7 . By charging more than legal interest on over- 
drafts, a National Bank loses the right to cover any 
interest at all. 

8 • The amount which may be recovered from a 
National Bank as a penalty is twice the amount of in- 
terest paid, and not simply twice the amount in excess 
of the legal rate. 



Investing* 
Questions. 

1 . What are the elements of a good investment ? 
2 • What is the difference between investing and 
speculating ? 

3 . What investigation should one make before in- 
vesting in a mortgage ? 

4 . What investigation should one make before in- 
vesting in bonds ? 

6 . What investigation should one make before in- 
vesting in stocks ? 

6 • What investigation should one make before in- 
vesting in real estate ? 

7 . What investigation should one make before 
loaning money to an individual, firm or corporation ? 

8 • Are there many real investments made on the 
Stock Exchange ? 
9 . Is it safe to invest through brokers ? 
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lO • Is it safe to invest on the Stock Exchanges ? 

11, What securities and commodities are the safest 
to invest in ? 

13 • How and by whom should investigations be 

made for very large investments ? 

Note. — Speculation goes hand in hand with investing, 
and as more than ninety per cent, of all the business done 
on the great Exchanges is speculative, you are referred to 
the subject of ** Speculation" for full information regard- 
ing the Exchanges and the manner of trading thereon. 

Investing:* 
Answers. 

1 , The first element of a good investment is that 
the principal shall be perfectly secure ; that it shall 
not be diminished through depreciation of values, 
nor loss through want of sound security. The second 
element is that the principal can be readily obtained if 
it is wanted ; security must be " convertible," that is, 
easily realized. An investment however secure which 
ties up money irrevocably for years, is not a first-class 
one. The other and secondary elements of a good in- 
vestment refer to the interest or return. The first ob- 
ject is to have this paid promptly, and if not promptly 
paid, readily collected without much or any expense or 
trouble. The second object is to have the interest as 
large as possible. I would have you particularly ob- 
serve that I have mentioned these four elements of a 
good investment in the order of their importance. Very 
frequently, in fact always, the temptation is to reverse 
the order, and to allow a large interest, especially if the 
promise is to pay promptly when due, to overbalance 
the considerations about the security of the principal. 
This is by far the most frequent cause of loss. Every 
one may rest assured that it is a sound ordinary rule 
that where an interest above the legal rate is offered, 
whether by an individual or a company, it means that 
the investor will incur some risk with his principal. 

Sound business men agree that a good investment 
should repay the investor compound interest at 6 per 
cent., this being the legal rate of interest in most 
states, and if promptly collected and re-invested will 
yield the return mentioned. 

The correct principle is constantly overlooked in 
practice even by those who know it best, by regarding 
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this as too small a gain ; persons through miscalcula- 
tions do not receive so much. 

The mistakes which arc most frequent in calculating 
the probable or actual value of an investment, result 
from not considering all the bearings of this simple 
measure of value. 

Let us suppose an investment of $2000 in Gas 
Stock, which pay at the end of the first year, 15 per 
cent ; the second year, 1 2 per cent ; the third year, 9 
per cent; at the end of which time the company 
sell out to another company at a fair valuation, say two- 
thirds of the first cost. 

The returns have been large, has it been a good in- 
vestment ? 

Compound Interest of $2000 for 3 

years at 6 per cent - - $2382.02 

15 per cent of $2000, at compound in- 
terest 2 years - - - 337 -o^ 

12 per cent of $2000 at interest for i 
year - . _ . 180.00 

9 per cent cash - - - 254.40 

2-3 of cost ... - 1333.34 



$2104.82 



Difference, $ 277.20 

Here the actual loss compared with a 6 per cent in- 
vestment is $277.20 or nearly $100 a year. Yet there 
are many persons who continue making investments 
of this kind, and seeing they receive a handsome inter- 
est on their money, and the aggregate foots up more 
than the principal, imagine they are improving on the 
6 per cent plan. 

3o The difference between investing and spec- 
ulating is, that the investor seeks stability of principal 
and permanence of interest returns, while the object of 
the speculator is to complete and close out the trans- 
action at such a profit as may be expected to material- 
ize within a comparatively short time. The immediate 
rise or fall in the price of securities is the secondary 
consideration of the investor, as he looks to its ulti- 
mate fate and value, while the speculator looks to the 
immediate market movement, whether prices will rise 
before they fall or vice versa, and regards the intrinsic 
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value of a property as to the extent it will be reflected 
by the momentary fluctuations only, therefore, while 
the investor makes researches into a company's sound- 
ness of physical and financial condition and prospective 
development, it is to the influences which affect prices 
but temporarily that the speculator accords closest at- 
tention. 

3 • Before investing money on a mortgage, the title 
to the property mortgaged should be thoroughly ex- 
amined, because there may be a previous mortgage re- 
corded and there may also be other liens against the 
property that would render a second mortgage entirely 
wbrthless. Loans on mortgage are usually good in- 
vestments, if the title is clear, and the amount loaned 
does not- exceed more than one-third or one-half its 
market value. The trouble with a great many people 
is, that a promise of a high rate of interest often in- 
duces them to loan or invest more than the property is 
worth. When a very high rate of interest is offered, 
lookout, investigate closely, for evidently there is some- 
thing wrong. 

4 • When bonds are issued they are secured by 
mortgage, unless they are issued by a municipal cor- 
poration, county, state or national government, in 
which case the security is the public faith and confi- 
dence. Before a private corporation can issue bonds, 
it must have authority by vote of the stockholders, and 
in some instances the authority must be granted in its 
charter, therefore, a prudent investor will satisfy him- 
self first, that the issue of bonds has been authorized. 
The records of the property covered by the mortgage 
should be thoroughly searched, to see that there are no 
other mortgages against it, or that there are no unsat- 
isfied judgments or liens that might render the bonds 
void or entail expensive litigation. When bonds are 
issued by a municipal or other public corporation, they 
must also have authority by law, this authority should 
be fully investigated. 

The amount of bonds that may be issued by public 
corporations is limited by law, but private corporations 
are not, consequently many bonds are issued for a 
greater amount than the entire property is worth. 
Public corporations usually have the best legal talent 
that can be had, to investigate and quote their opinion 
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as to the legality of their bonds, before placing them 
on the market. Many private corporations do like- 
wise, they also employ competent investigators to ex- 
amine and report upon the physical and financial con- 
dition. These reports are valuable to the investor if 
they are honestly made, for it makes his investments 
reasonably safe. The Stock Exchanges make a very 
rigid exaii;^ination before they will list the stocks or 
bonds of 2ijxy corporation. 

5 • The amount of money lost in this class of se- 
curities is inconceivable. The amount of stock that 
may be issued by a corporation is fixed by its charter, 
nevertheless a great deal of stock is issued without 
authority. While this is a point to be guarded against, 
it sinks into insignificance, when compared with the 
amount of stock that is issued by authority in the 
charter, but based upon inflated values, as some of the 
large trusts have been floated. There are thousands 
of stocks, good as gold, paying large and regular divi- 
dends, but there are more that are pratically worthless. 
Investigations for stock issues should be made by an 
experienced person familiar with all such details. 
Stocks that are "listed" on the exchanges are usually 
safer than those that are not, but they, frequently go to 
pieces. 

6, Before investing in real estate, the records 
should be thoroughly examined to see that the title is 
clear, this investigation cannot be too complete, as a 
single little flaw may have been made years ago that 
may not be found for years to come, which when found 
would make all subsequent titles void. Investigations 
of this kind are usually made by Abstract and (Guaran- 
tee Title Companies, but many are made by Lawyers 
and Public Investigators. The value of real estate 
can best be determined by the assessed value, the con- 
dition and location of the property, the public improve- 
ments and surroundings. 

7 . If money is loaned to an individual, firm or cor- 
poration, the investigation made should depend upon 
the security given. If Government bonds be given as 
security no investigation would be necessary, but if 
stocks or other collateral is offered, their value should 
be carefully and accurately determined. If a mortgage 
is taken, the same investigation should be made as 
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stated in question three above. If nothing but the note 
of the borrower is to be received, I would advise the 
most thorough and careful examination possible. As 
about nine-tenths of all the business done is on paper 
of this kind, too great care cannot be exercised. If 
the borrower's paper is indorsed by persons of estab- 
Ushed credit and sound financial standing, it might be 
safely taken, but if the borrower is in business, I should 
insist upon having a statement of his financial condi-' 
tion, and a right to investigate personally. An honest 
concern would not object to these requirements. 
Many concerns which find it necessary to ask large 
favors of their bankers, have their financial statements 
audited and verified by a well known Public Account- 
ant. Those who follow this practice are treated far 
more liberally than those who withhold information or 
shade their real condition. Investigations of this kind 
is a specialty with D. A. Keister & Co. Public Ac- 
countants and Auditors, Financial and Industrial In- 
vestigators, 8S Wall St. New York City. 

8 • Nearly all the trading on the Exchanges is 
speculative, but numerous investments have been and 
can be made for that is the purpose of their organiza- 
tion. 

9 • There is always some risk to run, in placing 
money in the hands of brokers, but ordinarily it is 
safe if the broker is a member of the Exchange, 
as the strictest rules and integrity is maintained. 
I would advise you not to trade with any but sound 
and reputable members of the Exchange. Outsiders are 
dangerous. 

10 • It is safe to trade on the Exchange if you 
have the money, time and ability. If you do not pos- 
sess these three requisites, take my advice and keep off 
Wall Street, 

1 1 • This question is difficult to answer, the best 
market will be found for those that are listed on the 
Exchange. Money can be borrowed readily on all list- 
ed stocks and bonds. There are a great many unlist- 
ed securities that are just as good and pay better divi- 
dends than many that are listed. 
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13 • Investigations for large investments should be 
as thorough and accurate as money, skill, and exper- 
ience can make them. It is only natural that I should 
and I trust that you will again permit me to recom- 
mend that all such investigations be made by D. A. 
Keister & Co. Public Investigators, 88 Wall St. New 
York City. 

Note. — Speculation goes hand in hand with investing, 
and as more than ninety per cent of all the business done 
on the great exchanges is speculative, you are referred to 
the subject of * 'Speculation' for full information regard- 
ing the exchanges and the manner of trading thereon. 



Nesfotiable Instruments* 
Questions. 

1 . What is a negotiable instrument ? 

3 • How many kinds of negotiable paper are there ? 

3 • What is a promissory note ? 

4 • How many kinds of promissory notes are there? 

5 •• What is an individual note ? 
6, What is a joint note ? 

7 . What is a joint and several note ? 

8 • What is an accommodation note ? 

O . What is a bill of exchange or draft ? 

10 • What is a foreign bill of exchange ? 

1 1 • What is an inland bill of exchange ? 

13. What are the original parties to a note called? 
13. What are the original parties to a bill of 
exchange or draft called ? 

14 • What are the essentials of a bill of exchange ? 

15 • What are the essentials of a promissory note ? 
16, Does a bill of exchange operate as an assign- 
ment of the funds in the hands of the drawee ? 

1 H . When may a bill be treated as a promissory 
note? 

18 • Can a bill of exchange be addressed to more 
than one drawee ? 

19. What is meant by the rule that a bill must be 
addressed to some person ? 

30 • Upon what theory is a draft based ? 

31 • Is it necessary to use the words * 'Value 
Received" to make a bill or note valid ? 

33 • When is a bill or note sufficiently signed ? 
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33 • Are notes and drafts contracts ? 
!34 • What is the legal status of a check ? 

35 • Must the amount payable in a negotiable 
instrument be specific and certain ? 

36 • Must a note be payable in money; or may it 
be payable in merchandise ? 

37 • If the word "dollars" be omitted can it bo 
supplied without altering the instrument ? 

38. If the written words and figures differ in a 
negotiable instrument, which is taken to be correct ? 

39. If an unaddressed bill be accepted, what 
would be the effect ? 

30 . If an instrument is so ambiguous that there is 
doubt whether it is a bill or note, what is the right of 
the holder? 

31 • If a signature is so placed upon an instrument 
that it is not clear in what capacity the person making 
it intended to sign, how will he be considered ? 

33 . What should be done if a name be incorrectly 
spelled ? 

33 . What is accommodation paper ? 

34. Is an accommodation note good in the hands 
of an innocent purchaser for value ? 

35 • What is the effect of a forged signature ? 
36 . When is an instrument payable to order ? 

37 . When is an instrument payable to bearer ? 

38 • When is an instrument payable on demand ? 
31) . What are the rights of a holder ? 

40 • What constitutes a holder in due course ? 

41 • When is a title to a negotiable instrument de- 
fective ? 

43 • What constitutes a notice of defect ? 

43 • Is a note written in pencil valid ? 

44 • When may blanks in a negotiable instrument 
be filled ? 

45 • Is a receipt for a partial payment of note or 
bill, good ? 

46 . If a negotiable note is given in settlement of 
an account, does it extinguish the account ? 

47 • How is a negotiable instrument discharged ? 

48 . Is a consideration necessary in a bill or note ? 

49 • What constitutes a consideration ? 
:60 . What is meant by the rule that the " order " 
or " promise " must be unconditional ? 
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51 . Is a promise unconditional if it makes a state- 
ment of the transaction which gives rise to the instru- 
ment ? 

52 • Is a promise unconditional if it indicates a par- 
ticular fund out of which reimbursement is to be made, 
or a particular account to be charged with the amount ? 

53 • Is a promise unconditional if it is made to pay 
out of a particular fund ? 

64 • When may a bill or note be dated ? 
\ 56 • Is the validity and negotiable character of an 

\ instrument affected if it is not dated ? 

I 66. Must the time of payment of a promissory 

I note be specific and certain ? 

57 • How may the time be expressed in a negoti- 
able instrument ? 

58 • How is the time in a negotiable paper com- 
puted ? 

69 • If a note on time is not dated, from when does 
time count ? 

60 • If an instrument is anti-dated or post-dated, is 
it valid ? 

61 • Is the validity an 1 negotiable character of an 
instrument affected . if it does not specify the place 
where it is drawn or the place where it is payable ? 

62 . If a note io payable on demand, with interest 
after six months,- v/hen may demand be made and when 
does interest begin ? 

63. If a note is payable with interest twelve 
months after notice, when is it payable ? 

64 • When does negotiable paper mature ? 
65 . How is negotiable paper to be known from 
non-negotiable paper ? 

66 • Would a note be negotiable if the promise was 
to pay A, or B ? 

67 . Is a note negotiable if payable to John Brown, 
deceased ? 

68 • Is a note payable to bearer or holder nego- 
tiable ? 

69 • Is a note negotiable if payable to one as trustee? 

70 • If commercial paper bears a seal, is it nego- 
tiable ? 

71. If a note gives the holder an option between 
payment in money and some other thing, would it be 
negotiable ? 
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72. Arc share certificates negotiable ? 

73 • Is a certificate of deposit negotiable ? 

74 • Is a check payable through the clearing house 
negotiable ? 

76. Is a check negotiable if it states on its face 
that the bank book must accompany it ? 

76. Are receivers' certificates negotiable instru- 
ments ? 

77. If an installment of interest is unpaid, would 
it render a note non-negotiable even though the princi- 
pal is not due ? 

78 . Is a bond negotiable if it has a blank line for- 
place of payment, but never filled in by anyone with 
authority ? 

79. Is a railroad or municipal bond negotiable if 
they contain conditions ? 

80 . Is a note negotiable if it authorizes the sale of 
collateral securities in case the instrument should not 
be paid at maturity ? 

81 . Is a note negotiable if it authorizes a confess- 
ion of judgemet if the instrument should not be paid at 
maturity ? 

83 . Is a note negotiable if payable by stated in- 
stallments ? 

83 . Is a note negotiable if payable by stated in- 
stallments, with a provision that upon default in pay- 
ment of any installment or of interest, the whole shall 
become due ? 

84 . Is a note negotiable if payable with interest ? 

85. Is a note negotiable if payable in current 
funds ? 

86 . Is an instrument negotiable if payable upon 
some contingency? 

87 . Is a note negotiable if payable with exchange, 
whether at a fixed rate or at the current rate ? 

88 • Is a note negotiable, with costs of collection 
or an attorney's fee, in case payment shall not be made 
at maturity ? 

89 . What is the liability of a maker of a negotiable 
instrument ? 

90 • What is the liability of a drawer of a bill ? 

91 . What is the liability of an acceptor of a bill ? 

92 . What is the liability of an accommodation in- 
dorser ? 
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93 • What is the liability of a person signing a 
negotiable instrument in a trade or assumed name ? 

94. What is the liability of a person signing a 
negotiable instrument as agent ? 

95. How should an agent indorse commercial 
paper for a corporation ? 

96 . If a note is indorsed " without recourse " what 
is the liability of the indorser ? 

97 1 Does an endorser of a non-negotiable note in- 
I cur any liability ? 

I 98 • If an instrument containing these words " I 

u promise to pay " is signed by two or more persons, 

I what is their liability? 

i 99 . If a note is signed ** Henry Brown, Assignee " 

would he be personally liable ? 

100 • What is the status of negotiable paper made 
by a minor ? 

101 • Is the negotiable paper of a person non 
compos mentis binding ? 

103 • Is a secret partner liable on a partnership 
note ? 

103 • Is a nominal partner liable on a partnership 
note ? 

104 • Is an ostensible partner liable on a partner- 
ship note ? 

105 » Is a new partner liable on old notes of the 
firm? 

106 • Can a partner bind the firm by making a 
joint and several note ? 

107 • Is a firm liable to a bona fide holder, if a 
note appears to have been signed as surety ? 

108. If a partner issues fraudulent commercial 
paper, will the partnership be liable ? 

109 • If a bill be drawn on a partnership, and ac- 
cepted by one partner in his own name for partnership 
purposes, will it bind the firm ? 

no. If the partnership does not require the giv- 
ing of notes, would the firm be bound ? 

111. What is the authority of officers of corpo- 
rations to issue commercial paper ? 

113. What is the liability of a corporation as an 
indorser of commercial paper ? 

113. Has a corporation the right to make or in- 
dorse accommodation paper ? 
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114. What is the Hability of a corporation as an 
accommodation indorser ? 

115. How should promissory notes be executed 
so as to bind the corporation ? 

116. If a bill of exchange is drawn in a set and 
numbered, does each constitute a bill, or does the set 
constitute but one bill ? 

1 1 7 • If the holder of a set of exchange indorses 
two or more parts to different persons, is he liable on 
each part ? 

118 • What is the proper way to accept a set of 
exchange ? 

119. If the acceptor of a bill drawn in a set pays 
it without taking up the part bearing his acceptance, 
would he be liable to the holder thereon ? 

l!<20« If any one part of a bill drawn in a set is 
discharged, what is the effect upon the other parts ? 

* 121 . What constitutes a sufficient presentment for 
payment ? 

l!2!3. Must an instrument be exhibited when pre- 
sented for payment ? 

1a23« If an instrument is payable at a certain 
time, when must presentment be made ? 

l!<24« If an instrument is payable on demand, 
when must presentment be made ? 

125 • How should presentment for payment be 
made to persons liable as partners ? 

126. When will a presentment for payment not be 
required to charge the indorsers ? 

127 • How should presentment for payment be 
made to joint debtors ? 

128. How should presentment be made when an 
instrument is payable at bank ? 

129. When is an instrument dishonored by non- 
payment ? 

130. When must notice of dishonor be given ? 

131 • To whom must notice of dishonor be given ? 

132 • Where must notice of dishonor be sent? 

133. By whom may notice of dishonor be given ? 

134. What form of notice of dishonor may be 
given ? 

136 • How should notice of dishonor be given ? 
130. How should notice of dishonor be given to 
partners ? 
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137 • How should notice of dishonor be sent to 
parties residing in the same place ? 

138. How should notice of dishonor be sent to 
parties residing at different places ? 

139. May, notice of dishonor be waived ? 

140. May protest of negotiable instruments be 
waived ? 

141 . What parties will be affected by waiver of 
notice ? 

Negotiable Instruments. 
Questions. 

1 . By negotiable instrument is meant, paper that 
can be transferred from one person to another for valu- 
able consideration, either by indorsement, assignment, 
or by delivery, so that the transferee or holder may sue 
the same in his own name as if it had been made to 
him originally. 

2 • There are several kinds of negotiable paper, the 
most important of which are promissory notes, bills of 
exchange (commonly called drafts), checks, bonds, 
bank notes, certificates of deposit, bills of lading, etc. 

3 . A promissory note is an unconditional written 
promise, signed by the maker, to pay a specific sum of 
money at a certain time, either to the bearer or to a 
person therein designated, or his order. 

4. There are four kinds of promissory notes in 
general use, called individual, joint and several, and 
bank notes. 

5 • An individual note is one in which but one per- 
son makes the promise to pay. 

6 • A joint note is one in which the promise is made 
jointly by two or more persons. It means that they 
will all join in paying it. 

7 . A joint and several note is one in which the 
promise is made jointly and severally by two or more 
persons. In a joint and several note, each signer as- 
sumes the whole responsibility. It means that if the 
payment is not made jointly it must be made severally. 

8 • An accommodation bill or note is one for which 
the acceptor or maker has received no consideration, 
but has loaned his name and credit to accommodate 
the drawer, payee or holder. He is not bound to the 
party whom he thus accommodates, but he is bound to 
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all other parties, precisely as if there were a good con- 
sideration, otherwise it would not be an effectual loan 
of credit. 

9 • A bill of iexchange or draft is an unconditional 
order in writing addressed by one person to another, 
signed by the person giving it, requiring the person to 
whom it is addressed to pay on demand or at a fixed 
or determinable future time, a certain sum of money to 
order, or to bearer. 

10. A bill of exchange is foreign when it is drawn 
in one state and payable in another. The same is true 
between different countries. 

11. An inland bill of exchange is one which is both 
drawn an payable in the same State. 

1 3 . The maker is the party who makes the promise 
and signs the note; the payee is the party to whom the 
promise is made. In addition to the original parties 
to a bill or note, there are or may be an indorser who 
directs the amount of the bill or note to be paid to a 
person named in the instrument, or to his order, or to 
bearer; the indorsee is the person to whom the amount 
is ordered to be paid by the indorser; and the holder 
is the person having the legal possession of the 
instrument and who is entitled to recover the amount 
of the same. 

13. The drawer is the party who makes the order; 
the drawee is the party to whom the order is directed; 
the acceptor, or the drawee is the one who assents to 
the order and thus becomes principal debtor, and the 
payee is the party in whose favor it is drawn. 

14. A bill or draft must contain an order, the 
order should appear to be the demand of a right, 
rather than a request for a favor. 

16 . A note must contain an unconditional promise. 
The promise must be absolute and for the payment of 
a certain sum of money, at a certain time. The note 
must be specific as to all the parties, and must be 
delivered. 

16. A bill of itself does not operate as an assign- 
ment of the funds in the hands of the drawee. The 
drawee is not liable until he accepts the biU. 

17. If the drawer and drawee of a bill are the 
same person, or if the drawee be a fictitious person, or 
one without authority to contract, the holder may treat 
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the instrument either as a bill of exchange or as 
a promissory note. 

18, A bill of exchange may be addressed to two 
or more drawees jointly, but not otherwise, and they 
need not be partners. 

19 • It means that there must be a drawee named 
in the bill, or described in such a way that he may be 
identified, such person must be in being at the time 
the instrument is issued. 

20. The theory is, that the drawee has funds in 
his hands belonging to the drawer, or that he is other- • 
wise indebted to the drawer for the amount for which 
the draft is drawn. 

31 • It is an old custom to use these words, they 
do no harm, but they are not necessary. These words 
are used to show that the instrument is founded on 
sufficient consideration, but the note or bill itself 
imports a consideration. 

33 . It is sufficient if the name of the maker or 
drawer appears in any part of the instrument showing 
an intention to enter into a contract or obligation. 
The signature may be by mark or initials, either in 
ink, pencil or paint. 

33 • Notes and drafts are contracts in the strictest 
sense of the term, and must have the elements of a 
contract. The rules of law on the subject of negotiable 
paper are more exact and technial than those of any 
other department of commercial law. 

34 . A check is simply a bill of exchange, payable 
on demand, and is drawn on a bank or banker. 

35 • The sum must be stated definitely, and must 
not even be connected with any indefinite or uncertain 
sum. 

36 . It must be payable in money only. 

37. Yes. 

38 . The written words prevail over the figures. 

39 . If an unaddressed bill be accepted it becomes 
the promissory note of the acceptor and is negotiable. 

30 . The holder may treat it either as bill or note 

31 . He will be deemed an indorser. 

33 . It should be indorsed as written, then indorsed 
correctly. The U. S. Government requires 'such 
instruments to be returned for -correction. 

33 • This question is fully answered in question 8 

above. 
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34. Yes. 

35 • A forged signatnre will not bind the person 
whose signature has been forged, unless he is guilty of 
negligence. A depositor will not be permitted to 
dispute his account because some of his checks are 
forgeries, if he is negligent in examining the account 
and vouchers returned to him by his bank. 

36. An instrument is payable to order when it is 
drawTi payable to the order of a specified person or to 
him or his order. The payee must be named or 
indicated with certainty. 

37 • An instrument is payable to bearer when it is 
expressed to be payable to bearer, it may be payable 
to a person nam^d therein or bearer, it is also payable 
to bearer when the only or last indorsement is an in- 
dorsement in blank. 

38 • An instrument is payable on demand when it 
is expressed to be payable on demand, at sight or on 
presentation. 

If an instrument is issued, accepted or indorsed 
when overdue, it is, as regards the person so issuing, 
accepting or indorsing it, payable on demand. 

39 • The holder of a negotiable instrument has tlie 
right to sue thereon in his own name. Payment to 
him in due course will discharge the instrument. 

40 • A holder in due course is a holder who has 
taken the instrument in good faith and for value, be- 
lieving it to be complete and regular upon its face, 
that he became the holder before the instrument was 
overdue, and without notice of it having been dis- 
honored, or containg any defect in the title of the per- 
son negotiating it. 

41 • A title is defective when it has been obtained 
by fraud, force, duress, fear, illegal consideration, or 
other unlawful means or breach of faith. 

43 • The person to whom an instrument is ne- 
gotiated must have actual knowledge of its defects 
and infirmities, or such knowledge as would amount 
to bad faith. 

43 • It is, but I would advise you to use ink. 

44 • The holder of an incomplete instrument has 
authority to complete it by filling up the blanks, but he 
has no authority to insert any special agreement not 
essential to the completeness of the instrument. 



45 • It might be if it can be proven, but it is very 
dangerous. See that all interests and part payments are 
indorsed on the instrument. 

46 • Yes, but if the note should not be paid, suit 
would have to be brought on the note. 

47 • An instrument is discharged when it is paid 
in due course by or on behalf of the principal debtor, 
by intentional cancellation by the holder, when the 
principal debtor becomes the holder at or after maturi- 

I .. ty in his own right, or by any other act which will dis- 

charge a simple contract for the payment of money. 
I 48 • A valuable consideration is necessary between 

j; the immediate parties to a bill or note, just as much as 

I in a simple contract. The immediate parties are, 

maker and payee, drawer and payee, acceptor and 
drawer, and an indorsee and his immediate indorser. 

49 • Any value is consideration sufficient to suj>- 
port a simple contract. 

60 • It means that the payment of money must not 
depend upon any contingency. 

51. Yes. 

52. Yes. 

53. No. 
54 • If an instrument is issued undated, any holder 

may insert the true date of issue or acceptance, with- 
out avoiding the instrument. 

55. No. 

56 . It must. 
57 • Time may be expressed in certain number of 

years, months or days, after a certain date, a fixed time 
after date or sight, on or before a fixed determinable 
future time, or at a fixed period after the occurrence of 
a specific event, which is certain to happen, even if the 
time of happening be uncertain. 

58 . If an instrument is payable at a fixed time 
after sight, after date, or after the occurrence of a 
specific event, the time of payment is determined by 
excluding the day from which the time is to begin to 
run, and by including the date of payment. 

59 • The time must be counted from the delivery of 
the instrument. 

60 . Yes, unless it is done for some illegal or fraud- 
ulent purpose. 

61. No. 
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02, Demjlnd may be iiilmediate, but the interest 
will not begin until the note lies six months unpaid. 

63 • It is payable on demand any time after twelve 
months have elapsed from the notice. 

64 • It is payable at the time fixed in the instru- 
ment, without grace (excepting in a fe\^ States where 
grace still exists). If the due date falls upon a Sun- 
day or a holiday the instrument is payable on the fol- 
lowing business day. 

66 • Paper to be negotiable should be made pay- 
able to " bearer or order," but any other words in a 
bill or note from which it can be inferred that it is in- 
tended to be negotiable will make it transferable. 

"66 • No it would not, it is too indefinite. In this 
case neither party would have the full right to inforce 
the indorsement. 

67 • No, because the estate of * * John Brown'* de- 
ceased, is neither a person nor a body corporate or 
politic, nor do the terms point to any person with legal 
certainty. 

68 • Yes, because the promise is made to any and 
every person who obtains possession of it and presents 
it for payment. 

69 • No, because it would show upon its face that 
it was connected with a trust and was a part of a trust 
fund. 

70. Yes. 

71. If the option is with the maker, it would not 
be, but so long as the option rests with the holder it 
would be, for he has a right to demand money. The 
option is merely additional security. 

72. No. 

73. A certificate of deposit is negotiable because 
it is simply a promissory note. 

74. No. 

76 • No, one v;ho signs his name on the back of 
such cheek is not an indorser. 

76. No. 

77 . According to the Supreme Court of Minnesota 
it would, but another authority says it would not affect 
the negotiability of corporate bonds. 

78. No. 

79. No. 

80. Yes. 



I lO 



81. Yes. 
83. Yes. 

83. Yes. 

84. Yes. 

85 . No, but the kind of money may be stipulated 
without affecting its negotiability. 

86. No. 

87 . Under the new negotiable instruments law, it 
would. 

88 . Under the new negotiable instruments law, it 
would. 

89 . The maker of a negotiable instrument is liable 
to pay it according to its tenor; and admits the exist- 
ence of the payee and his then capacity to indorse. 

90. When drawing an instrument the drawer 
admits the existence of the payee and his then capacity 
t3 indorse; and engages that the instrument will be 
accepted and paid, or both,' according to its tenor; 
provided due presentment has been made. He is 
liable to the holder, or to any subsequent indorser who 
may be compelled to pay it, provided it has been 
dishonored, and the necessary proceedings of dishonor 
have been duly taken. 

91 . The acceptor of a bill is liable for the 
payment of it according to the tenor of his acceptance, 
which admits the existence of the drawer, the genuine- 
ness of his signature, and his capacity and his authority 
to draw the instrument, also the existence of the payee 
and his then capacity to indorse. 

92 . An accomodation indorser is liable on the 
instrument to a holder for value, notwithstanding such 
holder at the time of taking the instrument knew him 
to be only an accomodation party. 

93 • He would be liable to the same extent as if he 
had signed in his own name. 

94. The agent will be personally liable for the 
payment of the instrument, unless he disclosed his 
principal and signs as his agent. 

95 . The correct way for an agent to indorse 
commercial paper for a corporation is to write the 
name of the corporation, then add his own name as 
agent, thus.: The Clear Ice Co., per John Brown, 
Agent, Secretary, Treasurer or Cashier as the case 
may be. 

• 
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a indorsement "without recourse'' passes the 
negotiable instrument, but does not render 
;r liable to subsequent holders in case the 
■r maker fails to pay the instrument when 
'indorser" "without recourse" assumes more 
, than is generally understood; he guarantees 
eness of the signatures; that the makers were 
to contract; that it was valid between the 
irties; that there was no illegality in its 
, and that the amount expressed as due, is 
Drsers without recourse have been held as 

he rule that one who writes his name on the 
on-negotiable instrument is not an indorser, 
no liability, is sustained in many of the states. 
hey would be jointly and severally liable. 

Negotiable paper made by a minor is not 
i voidable at the option of the minor, 
tf the person has been adjudged incompet- 
per could not be-enforced, even in the hands 
fide holder, but if the party has not been 
incompetent, his paper could be enforced in 
jona fide holder not knowing of his incom- 

\ secret partner is not liable for the debts 

after he leaves the partnership,, although he 

Dtice, previous to retirement, he is liable. 

^es. 

^es. 

?Jot unless he expressly assumes them, or 

I the partners to be bound. If he owns the 

ness of course he would be liable. 

'^ot without express authority, 

^ot unless the partners consent. Surety- 

in general, within the business of a part- 

l"he partnership would be liable to an inno- 
for value, without notice of the fraud, al- 
partners as between themselves had no right 

[le paper. They must settle that among 



•Jo, but it might be ditBcult to decide the re- 
of the firm. 



Ill, The directors sitting as a board have the 
power to issue commercial paper, but, neither the 
treasurer, secretary nor the manager have prima facie^ 
such power. Their authority must be granted. 

113. The same as an individual. 

113. No. 

114:. While a corporation has no right to make or 
indorse accommodation paper, it will be liable thereon, 
in the hands of an innocent holdei for value. 

115. Omitting the date and form of words, the 
following words of a promissory note would bind the 
corporation and exonerate the agent, " The National 
Iron Co. promises to pay to the order of John Smith 
one thousand dollars ($i,ooo). Signed, The National 
Iron Co., per John Doe, Agent." 

116. The whole set constitutes but one bill. 

117. He is liable on each and every part indorsed. 

118. The proper way to accept a bill drawn in 
sets, is to write your acceptance on one part only. If 
more than one part is accepted the acceptor will be 
liable on each part as though they were separate bills. 

119. Yes. 

130. If one part of a bill of exchange is paid or 
otherwise discharged, the whole bill is discharged, un- 
less the outstanding parts have been accepted and not 
delivered up, as stated in question 119. 

121 . Negotiable paper must be presented for pay- 
ment to the person primarily liable on the instrument 
by the holder, or one authorized to act for him. Pre- 
sentment must be made at the payer's residence or 
place of business, at a reasonable hour. 

123 . The instrument must be exhibited, and when 
paid must be delivered to the party paying it. 

123. Presentment must be made on the very day 
it falls due. 

124. If an instrument is payable on demand, pre- 
sentment must be made within a reasonable time after 
its issue. 

125. Presentment may be made to any one of 
them, even though there has been a dissolution of the 
firm. 

126. When the instrument was made or accepted 
for accommodation. 

127 . Presentment must be made to all, unless a 
place of payment is specified. 
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1!38. An instrument made payable at a bank is 
equivalent to an order to the bank to pay it. Present- 
ment at the bank is sufficient. 

139 • An instrument is dishonored by non-payment, 
if presentment is duly made and payment is refused or 
cannot be obtained. 

130. Notice should be given as soon as the instru- 
ment is dishonored. 

131 . When a negotiable instrument has been dis- 
honored by non-payment or non-acceptance, notice of 
dishonor must be given to the drawer and to each in- 
dorser. Any drawer or indorser not notified of dis- 
honor is discharged of his liability. 

13!<2. If the address be given on the instrument, 
notice of dishonor must be sent to that address, other- 
wise, notice must be sent to the place of business, or 
residence, or to the post-office where he receives his 
letters, or to the post-office nearest to him. 

133. Notice may be given by or on behalf of the 
holder, or any other party to the instrument who might 
be obliged to pay it to the holder, and who, upon pay- 
ing it would be entitled to reimbursement from the 
party to whom notice is given. 

134 • Notice may be verbal or in writing, but must 
state specifically the details of the instrument, and 
give notice that it has been dishonored by non-accept- 
ance or non-payment. 

135. Notice maybe given personally or through 
the mail. 

136. Notice to anyone partner is notice to the 
firm. 

137 . If notice is sent by mail, it must be deposit- 
ed in the post-office in time to reach him in usual 
course on the day following. If given at place of busi- 
ness, it must be before the close of business hours on 
the day following ; if given at residence it must be be- 
fore the usual hours of rest on the day following. 

138 • Notice may be sent by mail, if so, it must be 
deposited in the post-office in time to go the day fol- 
lowing the day of dishonor. 

139. Yes. 

140. Yes. 

141 . If the waiver is written above the signature 
of an indorser, it binds him only, but if it is embodied 
in the instrument itself it binds all parties. 
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Met Earnings and Profits* 
Questions. 

1 . What are profits ? 

2 • What are net earnings to be apportioned in divi- 
dends on preferred shares ? 

3 • Is a stock dividend derived from net earnings 
deemed capital ? 

4 • Are preferred shareholders entitled to dividends 
in the absence of profits earned ? 

5 • What additions, extensions and improvements 
may a corporation make out of net earnings ? 

6 • Can a corporation mortgage or pledge future net 
earnings ? 

7 • What liability does one incur for sharing in 
profits ? 

Net Earnings and Profits* 
Answers. 

1 . Profits are the excess of returns over advances ; 
the excess of what is obtained over the cost of obtain- 
ing it. 

2 . Net earnings are what is left after paying cur- 
rent expenses and interest on debt and ever}'thing else 
which the stockholders, preferred and common, as a 
body corporate, are liable to pay. 

3. Yes. 

4 . Preferred shareholders are entitled to dividends 
only in case they are earned. 

3 . A corporation can make all the additions, exten- 
sions and improvements out of the net earnings that 

j may be deemed necessary, consistent with the purposes 

of its organization, before paying a dividend. 

6 • Thompson says, that a railroad or other corpo- 

r ration having a general power to mortgage may, on 

like grounds, make a valid mortgage or pledge of its 
future net earnings. 

f 7 . One who shares in profits, incurs the liability of 

a partner. 



D. A. KEISTER & CO. 

PUBLIC ACCOUNTANTS AND AUDITORS. 
88 WALL STREET, NEW YORK. 
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Partners and Partnerskips* 
Questions. 

1 , What is the liability of stockholders in a void 
corporation ? 

3 . Does a dissolution of a corporation make 
partners of the stockholders ? 

3 • What is the liability of partners holding shares 
in a corporation ? 

4 • Can a partnership firm subscribe for shares in 
a corporation ? 

5 • Are partners liable for the acts of each other ? 

6 • What is the duty of an incoming partner ? 

7 • Is a partnership in the assets necessary to par- 
take in profits ? 

8 • How should partnership books be kept ? 

9 • What should an outgoing partner do to protect 
his interest ? 

Partners and Partnerships* 
Answers. 

1 . They are liable as partners. <• 

2. No. 

3. Each member of the partnership is liable for 
the indebtness of the firm. 

4. Yes. 

6 • The acts of one partner bind all the rest. 
6 • An incoming partner should insist on having a 

complete, fair inventory taken of the complete part- 
nership business, and should satisfy himself that the 
statement of assets, liabilities and investments, are 
correct by having the partnership books audited by a 
reputable firm of auditors. If the business be a large 
one, I would advise the opening of a new set of books 
in conformity with the auditor's statement. When 
this is done, it will be found much easier to adjust the 
partners* interests, more especially if one or more of 
the partners should die, and the settlement of their 
affairs must be made in court. 

An incoming partner should study carefully partner- 
ship law, that he may fully understand his rights and 
liabilities, and should insist upon having the partner- 
ship affairs audited at regular intervals by disinterested 
auditors. 
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7. One may partake in profits but not have any 
interest in the assets of the firm. 

8 . They should be kept by double entry, devised 
and arranged to meet the special requirements of the 
business. A competent, accurate, reliable bookkeeper 
should be in charge, with sufficient help to do the work 
in reasonable hours, at a living salary. All employees 
should be placed under fidelity bonds for the faithful 
performance of their duties. At regular intervals, 
their work should be audited by competent, experi- 
enced auditors. 

9 . An outgoing partner should insist upon having 
an inventory taken, and the books closed to ascertain 
the exact standing of the business. It is only by this 
method that his interest can be accurately determined. 
After withdrawing, he should give notice to all old 
customers and creditors, and publish the same in the 
newspapers, that he may not incur any further liability 
as a partner. Many have been ruined financially, after 
leaving a partnership, by not giving due notice. 



Receivers. 

Question. 

1 . By whom is a receiver appointed, and what are 
his general duties ? 

Receivers. 
Answer. 

1 . A receiver, in law, is a person appointed by a 
Probate, Common Pleas, Circuit or Supreme Court 
Judge to take charge of property when that property 
is held in trust or otherwise by some person or party, 
and there is danger of the property being removed, 
wasted or squandered, or where the interests of third 
persons in the property, whether present, future or 
contingent, are likely to be seriously injured. 

The receiver should be an indifferent person between 
the parties, and usually has the power to do every- 
thing in and about the property which it does not seem 
proper to the CoUrt that either one of the parties 
should do. But he can only exercise such powers as 
are expressly given to him by the order of the Court 
appointing him. 

The appointment of a receiver is an equitable 
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remedy, and its object is prevention rather than the 
redress of injuries ; the appointment is always a matter 
of discretion for the Court. This remedy has become 
so frequent and important that the subject is now 
governed by statutes in nearly every state ; but the 
Courts still cling to the old principles of the Courts of 
Equity in relation to the appointment and conduct of 
receivers. 

The general rules governing the appointment of a 
receiver are, first, that the power is to be exercised 
' with great circumspection ; second, the Court must be 
satisfied, generally by affidavit, that the claimant has 
title to the property; third, fraud .or imminent danger, 
if the Court should not interfere, must be clearly 
shown ; and, unless the danger is urgent, the Court 
will not appoint a receiver unless notice of the appli- 
cation be given to the defendant in action. 

On an application for a receiver the Court will 
closely scrutinize the conduct of the applicant, and 
unless it be perfectly blameless and beyond reproach, 
no receiver shall be appointed. 

The receiver is an officer of the Court, and, before 
taking charge of the property, he must generally 
execute and file with the Court a bond for faithful 
performance of his duties ; until a bond is approved 
by the Court he cannot assume control over the 
property. 

Being an officer of the Court, he cannot sue or be 
sued, unless leave for such action is first obtained 
from the Court. 

The effect of the appointment of a receiver is to 
take the possession of the property out of the hands of 
the parties to the suit, but their right or title to the 
property is in no way affected by such appointment ; 
his duty is to manage and preserve the property under 
the control and with the advice of the Court. 

Receivers are frequently appointed when the legal 
holders are incapacitated from taking care of the prop- 
erty, e. g., infants and lunatics, when rights of other 
parties might be endangered ; in cases where disputes 
arise between buyer and seller, and most generally in 
cases of insolvent firms and corporations. 

When an application is filed for the appointment of 
a receiver; such application shall contain a statement 
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of the reasons which induce the applicants to apply 
for such action, and these shall be annexed thereto. 

I St. A full, just and true inventory of all the estate, 
both real and personal, in law and equity, of the cor- 
poration or firm, and of all the books, vouchers and se- 
curities relating thereto. 

2nd. A full, just and true account of the Capital 
Stock, if any of the corporation, specifying the names 
of the stockholders, their residence, the number of 
shares belonging to each, the amount paid in upon 
such shares respectively, and the amount still due 
thereon. 

3rd. A statement of all the incumbrances on the 
property, and of all the engagements entered into by 
it, which have not been fully satisfied or cancelled, 
specifying the place of residence of each creditor, 
and of every person to whom such engagements were 
made, the sum owing to each creditor, the nature of 
each debt or demand, and the true cause and consid- 
eration of such indebtedness. 

To every such petition there shall also be annexed an 
affidavit of the applicants, that the facts stated in the 
application, and the accounts, inventories, and state- 
ments contained therein or annexed thereto, are just 
and true, so far as they know, or have the means of 
knowing. 

Upon such petition, accounts, inventories and affi- 
davits being filed, an order is entered requiring all per- 
sons interested to show cause if they have any, why 
the appointment should not be made. If it appears to 
the Court that the corporation or firm is solvent, or 
that a dissolution thereof will be beneficial to the mem- 
bers, and not injurious to the public interest, or that 
the objects of the business have wholly failed, etc., a 
judgment shall be entered dissolving the firm or cor- 
poration, and appointing one or more receivers, of its 
estate and effects, for the purpose of winding up its 
affairs, or to operate its business until settlement of its 
financial difficulties. 

A director, trustee, or other officer of the corpora- 
tion or any of its stockholders, may be appointed re- 
ceiver. Such receiver shall be vested with all the es- 
tate, real and personal, of the corporation, from the 
time of filing the bond. He shall be trustee of such es- 
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tate for the benefit of the creditors and stockholderi*. 

If there be any sum remaining due upon any share 
of stock subscribed in the corporation, the receiver 
shall immediately proceed and recover the same, unless 
the person so indebted is wholly insolvent, and for that 
purpose may commence and prosecute an action for 
the recovery of such sum, without the consent of any 
creditor of the corporation. 

As soon as a receiver has been appointed and his 
bond filed, he should give notice thereof by publica- 
tion. 

After the first publication of the notice of the 
appointment of a receiver, every person having 
possession of any property belonging to the concern, 
and every person indebted thereto, must account and 
answer to the receiver for the amount of such debt, 
and for the value of such property. 

The receiver shall call a general meeting of the 
credij;ors, within four months from the time of his 
appointment, at which all accounts and demands for 
and against the business, and all its open and substitut- 
ing contracts, shall be ascertained and adjusted. 

The receiver, may from time to time, make dividends 
of the money in his hands, among the creditors until 
they are paid in full; provided, however, he may have the 
funds; but no dividends shall be made to the members 
until after the final dividend to creditors. 

The receiver shall be subject to the direction and 
control of the Court as to the time of making dividends, 
both to the creditors and partners or stockholders, 
the time of winding up the business, and rendering his 
final accounts. 

When required by the Court, a receiver shall render 
a full and accurate account of all his proceedings to 
the Court, on oath. In some states this account is 
referred to a referee or master commissioner for 
examination. 

Before such account is rendered the receiver shall 
give notice by publication, specifying the time and 
place at which such account will be rendered. 

The referee to whom such account is referred, shall 
hear and examine the proofs, vouchers and documents 
offered for or against the same, and shall report thereon 
fully to the Court; and when the report is made the 
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Court shall hear all concerned therein, and shall allow 
or dis-allow the account, and may decree the Same to 
be final and conclusive upon all the creditors, upon all 
persons who have claims against it, and upon all the 
stockholders of the corporation. 

It has been shown, that, with an applitfttion for the 
appointment of a receiver, a complete inventory of all 
property must be filed, therefore when the receiver 
enters upon his administration, his first duty should be 
to make the books conform with the inventory, which 
should be kept strictly upon the principles of double 
entry. 

When the books for a receivership have been 
properly opened and conducted, it will be found an 
easy matter to render a partial or ' final account there- 
from. 

Every important act of a receiver should be by and 
with the consent of the Court. He should have all 
his orders in writing, also see that they have been 

I entered upon the Court Journal. 

I It is not the purpose of these instructions to illustrate 

a system of accounting. The system to be adopted 
depends upon the one in use, and the nature and 
extent of the business. 

[ The ordinary principles of double entry are applica- 

ble to this as well as to any other branch of business, 
and if the instructions herein given should lead to 

I furthur study on the subject from the statutes of your 

own state, the purpose sought will have been accom- 
plished. 

. Sigfnattires. 

I Questions. 

f 1 • What kind of a signature should one use on 

negotiable instruments, legal papers, etc. ? 

2 • How, when and where should one sign his 
} name to papers ? 

Sisfnatures* 
Answers. 

1 . If required to sign many negotiable instruments, 
legal papers, letters, etc., you will be less liable to loss 
by forgery if you use a distinct signature for each. 
For negotiable instruments use a plain but character- 
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istic signature, for legal documents use a different but 
plain signature, for signing letters still another. 
Always write as nearly alike as possible. 

2 . Always write plain. Sign your name only when 
business requires it, and be satisfied it will not be 
misused. Sign your name at the proper place on all 
papers and liters of importance, but no place else. 
Do not place your signature upon anything where it 
might fall into the hands of one who might misuse it. 



Sinking Fund* 
Questions. 

1 . What is a sinking fund ? 

3 • Should a sinking fund be established to meet 
depreciation in value of property, etc ? 

3 • What arrangements should be made for a sink- 
ing fund relative to corporate securities ? 

4 • How should sinking fund accounts be kept ? 

Sinkingf FtincL 
Answers. 

1 , A sinking fund is a fund formed for the redemj>- 
tion or repayment of a debt by the accumulation of 
money set aside periodically for the purpose ? 

^ , Every well regulated corporation should estab- 
lish such a fund, 

3 • It is common for corporations to provide addi- 
tional security for their bonds, etc. by establishing a 
sinking fund to help their obligations. No well con- 
ducted corporation would fail to make this provision. 

4 • It would require too much space to illustrate it 
here. The subject is fully treated in **Keister's Cor- 
poration Accounting and Auditing.'* 



Speculatingf* 
Questions. 

1 . Please give a definition of speculation from a 
Wall Street point of view, and state whether or not 
you would advise one to speculate on the New York or 
other Stock Exchange ? 

aJ • What is a Stock Exchange, and how is the 
trading thereon conducted ? 

3 . What is a *'Bull?" 
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4. What is a^'Bear?" 

5 . What is meant by "Long?'' 

6. What is meant by *• Short?" 

7 . What is meant by a "Point?" 

8 • What is meant by "Margin?" 

9 . What is a "Put?" 

10. What is a "Call?" 

^ 11 . What is a "Block of Stock?'' 

12 . What is a "Syndicate?" 

13. What is a *Tool?" 
14. . What is a "Blind pool?" 

15. What is a "Clique?" 

16 . What is a "Corner?" 

17. What is a '»Boom?" 

18. What is a "Panic?" 

19. What is a "Flurry?" 

20. What is a ^^Flyer?" 

31 . What is a "Lamb?" 
. 22 . What is a "Room Trader?" 

23 . What is a "Kite Flying?'' 

24. What is * 'Ballooning?" 

25 . What is a "Scalper?" 

26. What is a **Wash sale?" 
27 . What is a "Straddle?" 

28 . What is a "Stop Order?" 

29 . What is a "Passed Dividend?' 

30 . What is meant by "Dividend On?' 
31 • What is meant by "Ex-dividend?" 

32 . What is a *'Cross Order?" 

33 . What is "Arbitrage?" 

34 . What is a "Squeeze?" 

35 . What is a "Break in the Market?" 

36. What is "Buy in?" 
37 . What is "Carry?" 

38. What is '^Collateral?" 

39. What is a "Cover?" 

. 40. What is a "Delivery?" 

I 41 . What is a "Flat" transaction? 

' 42. What is a "Drop?" 

43 . When is the market "Off?" 

44 . What is "Holding the Market?" 

45. What is "Gunning?" 

46 . What is meant by "Unload?'* 
47 . What is "Long Interest?" 
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48 . What is **Short Interest?" 

49. What is "Script 

50. What is meant by "Vanderbilts?" 

51 . What is meant by *'Goulds?" 

63 . What is meant by "Grangers?" 
53 . What is meant by "Coalers?" 

64 . What is a "Call Loan?" 
66 . What is a "Lame Duck?" 
66. What is a '^Market Order?" 
57. What is a "Limited Order?" 
68 . What is a "Day Order?" 
69 . What is an * 'Open Order ?" 

60 . What is a "Scale Order ?" 

61 . What is a "Curbstone Broker ? " 

63 . Where do persons go to invest or speculate on 
the Exchange ? 

63 . How is a genuine investment made ? 

64 . How is trading done on "Margin ? " 

66 • What amount of margin is required ? 

66 . What rate of commission do brokers charge ? 

67 . What is the minimum amount of shares, grain, 
cotton, etc. that can be traded in ? 

68 • When trading is done in margins, who pays the 
difference between the margin and the market price ? 

69 . What are the essential elements for successful 
speculation ? 

70 . How is a person to judge market movements ? 

71 . Is it profitable to take advantage of the "tips" 
and "inside information" advertised by brokers and 
others ? 

7 3 • How is the most money lost in speculation ? 
73 . What is a "Bucket Shop " and how is it con- 
ducted ? 

74 • Would you advise one to enter into speculation ? 

Speculating. 
Answers. 

1 . During the past century panics have recurred 
in cycles of about ten years, and many superficial ob- 
servers attribute them wholly to unhealthy Speculating, 
and Gambling, and condemn Stock Exchanges as 
breeding places of disaster. Speculating has a 
bad name and it may be worth while to see what it 
really implies or describes. Evidences of public debt, 
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and the shares and bonds of incorporated companies 
are easily transferred, and actively dealt in on the Ex- 
changes and frequently are footballs for Speculation, 
especially before their values are well established. 
Risk and uncertainty are the two qualities essential to 
speculative transactions, and just so fast and so far 
as they are eliminated, just so fast and so far they 
cease to invite speculation. All must alike deplore the 
frequent instances where haste to get rich in specu- 
lative markets has involved innocent persons in loss 
and ruin, or tempted men to betray their trusts. While 
panics have injured the pride and purse of individuals, 
and for the moment prostrated the energies of the in- 
dustrial world, they have not arrested the progress of 
material civilization, but, indeed, seem in a measure, 
to be merely an outgrowth from it. The extension of 
the credit system, which is one of the refinements of 
modern commerce, and the introduction of labor-sav- 
ing machinery which rapidly displaces labor and de- 
ranges values, are two of the potent causes of commer- 
cial crisis. The subdivision of the title of ownership 
of such great engines of progress as manufacturing, 
mining, shipping, banking, trading, telegraph, tele- 
phone, cable, water and gas companies, is indispensible 
f to their organization and operation. The fortune of no 

, individual would be ample to set these forces into 

motion on a gigantic scale. 

The Stock Exchanges of the world offer a standing 
reward to men of talent and integrity everywhere, to 
discover new opportunities and to suggest untried ex- 
periments for the employment of capital, with a pros- 
pect of more than an investor's rate of interest. 

Not long ago steam was applied to locomotion by 
land and sea and electricity to the transmission of 

> thought and speech. Their introduction was an ex- 
periment ; they were at first a speculation, and not an 
investment Speculation is truly the handmaid of en- 

> terprise, and the two are so closely associated that one 
cannot be curtailed without crippling the other. 

The person who buys more shares than his capital 
will permit him to pay for, is derisively called a "specu- 
lator. " 

But, does this act essentially differ from the practices 
of what, by common consent are called legitimate 
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commercial undertakings ? The merchant buys in 
advance of his immediate wants, and in excess of 
them and his capital. But as the critic here says, ** on 
the Stock Exchange speculators go so far as to sell 
what they do not possess," or in Stock Exchange par- 
lance, they '^ go short." But how about a contractor 
who agrees to build a house before he owns a plank, 
or brick, or nail ; or who agrees to build a railroad 
before he buys a cross-tie, a rail or a shovel ? How 
about the manufacturer who sells his sheeting and his 
steel rails before the cotton is grown or the ore ex- 
tracted from the mine ? Even China sells its products 
to us ahead of their production. The fact is, that the 
element of speculation constantly comes more prom- 
inently into the plans of the whole world. Those who 
produce or buy what they need only from day to day, 
jog along as did the canal boats and stage coaches of 
our ancestors. The great manufacturers and mer- 
chants of to-day must cast the horoscope of coming 
conditions, and read its prophecy aright, or be over- 
come by more prescient rivals. They must anticipate 
and discount the future, and become speculators in the 
highest acceptation of the word, When speculating 
becomes gambling it is time then to call a halt. Every 
instance in which money has been made by this 
gambling method is made the most of and talked 
about from one to another, but when money is lost by 
it there is very little said about it. So the general 
impression one gets from the ordinary conversation 
leads one to think that the chances in speculation are 
at least even, but such is not the case. The " lambs *' 
are constantly being " shorn," and unless you are in a 
position to positively know all the ins and outs of the 
markets, have plenty of money, and can devote time 
and attention to it, you had better let the entire sub- 
ject severely alone. 

3, Works on history and political economy are 
singularly deficient in the treatment of Stock Exchange 
business, and in fact completely ignore its important 
relations to the financial mechanism. Literary pub- 
lications rarely enter into the consideration of this 
topic, which is foreign to the thoughts and classical 
education of most authors. Financial journals address 
their articles to the relatively narrow circle which is 
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familiar with stock markets and financial affairs. It 
therefore happens that the Stock Exchange, which is 
a most potent factor in the financial world and one 
which powerfully affects wide interests is imperfectly 
understood. Doubtless there are many persons who 
regard the Stock Exchange merely as a noisy congre- 
gation of brokers who gamble in the securities of gov- 
ernments and joint stock companies under the guise of 
legitimate business. Deeper insight into the functions, 
practices and characters in the Stock Exchanges in 
the three great cities of New York, London and Paris 
may induce a broader and happier conception of their 
dignity and utility. 

Those who teach political economy in our schools, 
or write treatises on it for publication, are seldom 
familiar with the operations of Stock Exchanges. It 
follows that in discussing and wrangling over the ques- 
tion of the evils or advantages of an adverse " balance 
of trade " between nations they are likely to consult 
chiefly the statistics of imports and exports of com- 
modities, merchandise and specie without trying to 
trace the more elusive but very palpable movement of 
financial securities. 

A" Stock Exchange is an organization of persons, 
and a place of meeting for the business of buying and 
selling such stocks as have been recognized or listed 
for such dealing. English usage limits the term stock 
to government stock, annuities, etc., while the term 
shares denotes the stock of railroads, banks, etc. In 
American usage a great variety of bonds and shares 
are all included under stocks, and are subject to Stock 
Exchange transactions when they have been placed on 
the Elxchange list or ** listed." Bonds representing 
national, state, county and city engagements to pay 
debts, and the bonds or shares of railroads, banks, 
mining, manufacturing, telegraph, telephone, insurance 
and other companies are dealt in as stock, if they are 
important enough to be listed. 

Before undertaking to explain the method of trading 
on the Exchange it is necessary first to understand the 
technical terms used on Wall Street, which are fully 
covered in the following questions. 

3 • A " Bull " is one who tries to force prices up, 
or one who buys expecting prices to go higher. 
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4 • A " Bear " is one who tries to force prices 
down, or one who sells expecting prices to go lower. 

6 . By " Long " . is meant one who is carrying 
stocks for a rise, this is on the bull side. They expect 
prices to go higher. 

6. By '* Short" is meant one who has sold the 
market for a decline ; this is on the bear side. They 
sell expecting prices to fall so they can buy and cover. 

7 . A " Point " means one dollar on one hundred, 
or one per cent, on the par value of a stock or bond. 

8 • " Margin " is the money placed by a principal 
in the hands of the broker, his agent, as a guaranty 
against loss to the broker. A margin is merely a 
partial payment, the broker who buys or sells for a 
client on margin is compelled to wholly pay for the 
stock. It is evident that the great quantity of stocks 
carried by brokers upon margins amounting to only a 
small percentage of their actual cost, require immense 
sums of money to complete the payment, sums far 
beyond those which the capital of the brokers can 
furnish. These funds are obtained from the banks 
and trust companies, which take the securities as col- 
lateral, and require a greater margin of difference 
between the amount advanced and the market price 
than the broker usually receives from his client Such 
sums are usually needed from day to day only, 
which explains the great number of " Call Loans " in 
Wall Street. Therefore, it will be seen that in a 
genuine investment the full value is paid, while spec- 
ulating on margin only about ten per cent, payment on 
the par value is required, while the broker advances 
the difference. 

9 • A " Put " is an agreement in the form of a 
contract, whereby the signer of it agrees to accept upon 
one day's notice, except on the day of expiration, a 
certain number of shares of a given stock at a stipula- 
ted price. It may also serve as an insurance to an in- 
vestor against a radical decline in the value of stocks 
he owns. | 

10. A "Call" is just the reverse of a "Put," it 
gives its owner the right to demand the stock under 
the same conditions. A " Call " may be purchased by 
a man of means whose property is not immediately 
jivfliiafcl**. but who may desire to be placed in a posi- 
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don to procure the shares at the " call " price, if they 
are not below that in the open market when he comes 
into funds. " Puts " and '* Calls " are called " stock 
privileges," and if, at the expiration of the time fixed 
in these privileges there is no profit apparent to the 
owner of them, he simply allows them to lapse. " Puts " 
and " Calls " are not very popular, consequently they 
are not dealt in very extensively. 
f 11 . A " Block of Stock" is five or ten thousand 

shares and upward, sold or for sale at one time. 

13. A "Syndicate" is a party of capitalists who 
unite their means to accomplish some financial object, 
such as the purchase of a property, a public loan, an 
issue of stock or bonds, the reorganization of a com- 
pany, consolidation of interests, etc. 

13. A " Pool" is similar to a syndicate, it is usu- 
ally an agreement among a coterie of operators to buy 
or sell a certain security or commodity and manipulate 
it. A " Pool " is of a speculative nature, and may be 
either a bear or bull pool. 

14 . A " Blind Pool " is one in which the capital 
contributed is put in by different persons, to be man- 
aged by one who buys and sells at his own pleasure, 
without consultation or giving information to his asso- 
ciates in interest. 

15. A "Clique" is a combination of traders to 
bull or bear stocks, grain, cotton, etc. 

16 • When the " Shorts " have sold more stock than 
there is in existence and cannot borrow for delivery, 
they are said to be in a " Corner." A few years ago, a 
certain young speculator attempted to " corner " wheat, 
but he failed, likewise a corner on cotton a few months 
ago, which caused a $13,000,000 failure of one of the 
leading brokerage firms in New York. Experience 
has demonstrated that a " comer " usually results to the 
ultimate disadvantage or ruin of those who engineer it. 

17. A " Boom " is an expansion of credit and an 
inflation of value to an inordinate degree. It is usually 
followed by a period of dulness and depression. 

18 . A " Panic " in stocks, is a fright among 
speculators and investors, leading to precipitate sales 
and a general collapse of credit and values. 

19. A " Flurry " is a diminutive panic or specula- 
tive gust that upsets prices for the moment, in certain 
markets, but does not extend to general values. 
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20 • A " Flyer " is a small speculative venture 
made by a person not accustomed to speculate much, 
who wishes to make a quick turn in the market. 

31. A "Lamb" is the inexperienced, the new- 
comer, a tenderfoot without financial infoj'mation or 
knowledge of the ways of the Street. He is a ready 
victim of newspaper points and hearsay gossip about 
the market. He is always fleeced. 

33 . A " Room Trader " is a member of the Ex- 
change who trades on his own account, and is always 
a speculator. 

33 • " Kite-flying '* is to do business on an unsafe 
principle and without adequate capital. 

34 • " Ballooning " is to inflate prices to the pro- 
portion of a bubble or a point of insecurity. . 

36 • A " Scalper " is a species of " room trader," 
who will either sell at the offering price or buy at the 
bidding price, with the intention of undoing the trans- 
action, or closing out at a very small loss or gain. 

36. A "Wash" sale is a fictitious transaction 
made by two members of an Exchange acting in collu- 
sion, for the purpose of swelling the volume of appar- 
ent business in a security to give a false impression of 
its strength or weakness. Members who engage in 
this practice are subject to suspension. 

37 • A " Straddle " is the privilege of either "put- 
ting " or " calling " at the same pi ice. 

38 • A " Stop Order " is one placed at a price 
under the market in case of long stock, or above the 
market in case of short stock, to close out holdings at 
whatever prices are obtainable when its figure is 
reached. 

39 • When a regular dividend on a stock has dis- 
continued, it is a " Passed Dividend." 

30 • When stock is sold between the time the divi- 
dend is declared and the day the books of the com- 
pany close for transfer, it is sold " Dividend on." 

31 • When stock is sold after the transfer books 
are closed it is sold " Ex-dividend," which means that 
the buyer does not get the dividend. 

33 • A " Cross Order " means a distribution of 
both buying and selling orders, in such a way that 
prices shall be either worked up or down without losing 
or accumulating much of the security. It is a legiti- 
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mate and bolder way of accomplishing what is under- 
taken by brokers who make " Wash '* sales. 

33 • " Arbitrage " is trading on the difference be- 
tween two exchanges, that is, for instance, buying and 
selling, when there is a fractional difference between 
New York and London at the same moment. 

34 • " Bears " rely on their ability always to pro- 
cure certificates for delivery against their " short " sales, 
but it sometimes happens that so many actual owners 
demand their certificates simultaneously that the bears 
are only able to obtain the continued use of the certi- 
ficates by paying a considerable bonus to the real own- 
er. This is a " Squeeze." 

35 • A *' Break in the Market" is a violent decline 
in prices, 

36. ** Buying in" is purchasing stock to cover a 
short contract. 

37 • To *' Carry" is the holding of a purchase for a 
rise in market value. 

38 • "Collateral" is stocks, bonds or other property 
of value given to secure a loan. 

39 • "Cover" is a stock bought to close a "short" 
contract. 

40. A "Delivery" is the giving of stock by one 
broker to another. If there are any irregularities in 
'"ndorsement or if an unacceptable issue, it is called, 
*' Not a good delivery" and may be refused by the 
buyer. 

41 . A **Flat Transaction" is a term usually for a 
cash transaction, that is, one without interest. 

43 • A * Drop" is a sudden decline in prices. 

43. The market is said to be "off" when prices 
have had a slight decline. 

44. ''Holding the Market" is to stop a decline by 
buying sufficient stock to keep the prices from declining. 

45. When an individual operator or Exchange 
firm are known to be heavily "long" or "short" and 
not very strong financially other brokers go what is 
called "Gunning" for them to make him or them, close 
their contracts at a loss. 

46. To ''Unload" is to sell stock which has been 
carried for some time. 

47 . **Long Interest" is when active operators are 
carrying large amounts of stock, and sentiment is all in 
that direction. 
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48 • "Short Interest" is the reverse of "Long In: 
teres t" explained in the last question. 

49. "Scrip" is a new stock issued to take the tem- 
porary place of an old security in consolidation and has 
as yet no voting or dividend rights. 

50. By "Vanderbilts'' is meant the railroads con- 
trolled by the Vanderbilts, such as the New York Cen- 
tral, Lake Shore, West Shore, Canada Southern, Mich- 
igan Central, Nickel Plate, Big Four, etc. 

51 . By "Goulds" is meant Western Union, Mis- 
souri Pacific, St. Louis and Southwestern and Texas 
Pacific. 

53. By "Grangers" is meant the Chicago, Mil- 
waukee and St. Paul, Chicago and Northwestern, C. 
B. & Q., Rock Island, and the Atchison. 

53 . By "Coalers" is meant the Lehigh, Reading, 
D. L. & W. Central of N. J., B. & O. and Pennsylvan- 
ia. 

54 . A "Call Loan" is a loan subject to call, they 
are made by banks and trust companies to brokers, 
who give as collateral security stocks and bonds that 
are listed on the exchange. Call loans are usually 
made from day to day only, they bear interest some- 
times as low as 1 1-2 per cent and sometimes as high 
as 150 per cent. The last named rate prevailed for a 
while during the latter part of 1899. 

55 . A "Lame Duck" is an unsuccessful speculator. 
When a speculator is broke he is called a "Lame 
Duck." 

56 . A "Market Order" is for immediate purchase 
or sale at time of receipt by the broker, regardless of 
price. 

57 • A "Limited Order" is one to be executed at a 
specified price or better only. 

58. A **Day Order" is one intended for execution 
upon date of receipt only, and if not filled then to be 
cancelled. 

59. An "Open Order " is one to be held good in- 
definitely or until filled. A stop order comes under 
this ruling, unless the contrary is stated. 

60 . A "Scale Order" is for the purchase or sale of 
a stock at a number of stated prices, as the market rises 
or falls thereto. This is a form of limited order, and 
is held for day of receipt only, unless otherwise stated. 
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61 • Those who ate not members of arty regular 
Exchange and make a busmess of selling "puts'* and 
"calls" or unlisted securties, on the street are called 
"Curbstone. Brokers." 

63 • No one but members are allowed on the floor 
of the Exchange, visitors are allowed only on the balcony. 
Investors and speculators, do not go to the Exchange. 
They do their business at the offices of their brokers: 
where news tickers and every facility is offered for the 
comfort and convenience of their client?. All quotations 
are recorded in the brokers office by wire, only a mo- 
ment after they are sent from the Exchange. 

63 • To make what is called a genuine investment 
you select the security desired, and place the order with 
your broker and pay the full market price in cash. 

In addition to this you must pay the broker his com- 
mission. 

64 • To trade on margins,you first select your broker, 
who should always be a member of the Exchange to be 
traded on, and. be of good financial standing and thor- 
oughly reliable, you then select the stock or other 
article to be speculated in, what you select of course 
should depend upon the market. You then place the 
necessary margin in the hands of your broker, who will 
then be ready to execute your orders. The margin you 
put up is only a partial payment, the broker furnishing 
the rest, that is, suppose you buy 5000 bushels of wheat 
at 70 cents per bushel, and you put up a margin of five 
cents per bushel, your margin would protect you if the 
price should go down to 65 cents per bushel. If the 
price goes below 65 cents, you lose, unless you put up 
more margin. The same is true if you take the other 
side and sell 5000 bushels at 70 cents expecting the 
price to go down so you can buy for less than you sold 
it. If you sell at 70 cents per bushel with five cents 
margin, and the price goes up, your margin would pro- 
tect you to 75 cents, if the price goes still higher, you 
lose, unless you put up more margin. The margin must 
include the broker's commission. 

65 • On stocks, bonds and grain a margin of five 
points and upward is required. On pork and lard one 
dollar per barrel or tierce and upward, according to 
market conditions, on cotton, ordinarially one dollai 
per bale is required. 
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66 • The regular commission rates on stocks, bonds 
and grain is one-sixteenth for buying and the same for 
selling, on pork and lard two and one-half cents each 
way, and on cotton one point each way. 

67 • The minimum amount of shares is ten, of. 
grain live thousand bushels, of pork two hundred fifty 
barrels, of lard two hundred fifty tierces of 340 lbs. 
each, of coffee 250 bags of 130 lbs. each, of cotton 
one hundred bales. 

68 • The method of a marginal transaction is 
simple and in all essential principles easily understood. 
Stocks so dealt in are usually of a par value of one 
hundred dollars; that is, each share represents that 
amount of capitalization of the corporation issuing it. 
Prices fluctuate by one-eighth of one per cent of the 
par value. After placing your margin with the broker 
he then executes your orders, he must advance the 
balance required to complete the payment, his funds 
are protected against possible loss by the margin you 
have deposited with him. If the market is against 
you, and you do not put up more margin, the broker 
closes your transaction to protect himself against loss. 

69. First you should have sufficient money to 
protect your purchases or sales, second you should 
have a thorough knowledge of stock exchange opera- 
tions, and be familiar with market conditions; last but 
not least, you should have plenty of time to devote to 
the study of the market. If you do not possess these 
essential features, take my advice and keep off Wall 
Street. 

70 • Market conditions very seldom appear alike. 
Of course experience has shown that certain conditions 
produce certain movements, for instance a bull market 
usually begins at the end of a bear campaign when 
everything is darkest and the public are selling stocks. 
A bear market always begins when everything is 
brightest and the public most bullish. A strike in the 
East, a tornado in the South, a drought in the West 
and many similar happenings all have a tendency to 
change market prices. By making a study of the 
market, one can judge very well about which side to 
take, but at the best it is guess work, the lucky guessei 
wins. A number of very large traders can force things 
their way very often, but the general experience is loss 

"♦^ead of gain. 
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71. If you are going to invest, don't ask the 
advice of others, and do not expose your plans. 
Outiine your plan and follow it, you can operate with 
few aiui small losses if you understand it and can 
protect yourself. 

If in doubt do nothing, act upon your own judg- 
ment. The Sunday papei^ are filled with glittering 
opportunities, and many are lead to act upon the 
flashing advertisements which usually read as follows: 
"Get our Inside Information and Make Money." 
"Buy now," "Big Boom Coming," "We told you so," 
"Delay is fatal," "Last week we wired our customer so 
and so," Our customers are delighted with their success 
with us," "We will give you a tip on a ten point 
movement for an interest in the profits," etc. Avoid all 
such advice and get-rich-quick schemes, or you and 
your money will part. 

73. Overtrading and inability to protect margin is 
the cause of the greatest losses. Many successful 
speculators cannot stand prosperity. The result is that 
they over trade, then they go overboard- Speculating 
is very exciting, and the man who can keep his head, 
protect his transactions, and not go in too deep, is 
generally the one to make a fortune. 

73. The stock and all other exchanges of this 
country have a parasite in the so-called " bucket shop," 
which covers the land with a speculative gambling 
mildew. It has discredited the legitimate business of 
regularly constituted exchanges in the eyes of the 
people, especially in the small communities, who form 
their ideals of real market places from the character 
of these gambling houses. 

No doubt many an innocent critic inveighs against 
exchanges and their manners because he imagines the 
" bucket shop " is a section of the exchange, and a 
miniature brokerage ofl&ce. This parasite is indigen- 
ous to the United States, and happily its ravages 
abroad are relatively light. 

A broker, it matters not whether in stocks, grain, 
cotton, real estate, insurance or shipping, is an agent. 
His interests and that of his principal are identical. 
In a stock exchange, for example, he meets other 
brokers, and through the collision of orders and opin- 
ions arising from operations of speculators and 
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investors, news and events, sympathy with the dealings 
in other exchanges, etc., a series of prices is estab- 
lished. These quotations go to the " bucket shop" 
keeper, who exhibits them to his speculative visitors. 
In effect he says to them, " The markets in the various 
exchanges are in progress ; they will fluctuate. If you 
wish to wager that they wTll go up, name the amount 
of money you will bet on this, and I will take it, 
limiting your possible loss to that sum. If you wish 
to do the reverse I am likewise willing. Put up the 
stakes with me, and give me a commission on the bet, 
and we will await the result." Here his interest is 
diametrically opposed to that of the " customer," and 
if he should happen to be a man of easy morals the 
quotations and information furnished might be quali- 
fied to suit the case. 

Betting on what the price of a stock will be when 
the persons making the bet do nothing except to guess 
what others through their negotiations will make it, is 
as unadulterated gambling as betting on which horse 
will win a race. When a client buys a stock through 
a broker, thinking it will advance, as when he buys a 
cargo of flour because he thinks the wheat crop is 
short and that it will go higher, he takes his position 
commercially in the market, contributing by the act of 
his purchase to bring about the very result expected. 
He relieves somebody of the stock or the flour. When, 
however, he as a third person merely puts up his 
money on what other persons, solely and without his 
intervention in the article dealt in, will do, he is as far 
outside the pale of commerce as if he bets on the 
throw of dice. 

The exchanges have tried to suppress "bucket 
shops " by appeals to law and legislation, but by some 
strange obliquity of mental vision those who alone can 
give relief do not seem to see the vicious nature of this 
financial pest. There is hardly a town in the land 
but what has or has had a shop of this description. J 

They are financial nomads, changing their firm names ^ 

and habitat to suit their pecuniary exigencies. They 
belong to no association, are accountable to no author- 
ity, and the sums they owe confiding customers are 
generally too small to justify an appeal to law ; besides 
^y patrons would not like to advertise their dealings. 
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There are thousands of these " bucket shops '* in 
the country, and many of them are in small towns 
where there is no legitimate speculative or investment 
business in stocks, and where no legitimate broker 
could bring quotations and thrive. 

A " bucket shop " business is a poor counterfeit of 
real stock exchange business, and it ought to be sup- 
pressed, as it is not conducted on legitimate commer- 
cial principles. 

74 • If you have the means, the time and the 
knowledge you have as good a chance as anyone to 
make a fortune, nevertheless, many persons with 
millions to back them, and years of experience, with a 
complete knowledge of all the ins and outs of the 
market, and devoting their whole time to it, have been 
rendered penniless by speculation. 



Stock* 
Questions. 



I , What is the distinction between subscription to 
shares and purchase of shares ? 

2 • Are corporate shares personal property ? 

3 • Do shares pass to heirs or to personal repre- 
sentatives ? 

4 • Is taxation of shares, taxation of capital ? 

5 • Can a corporation purchase shares of a mem- 
ber, to be paid out of corporate earnings ? 

6. Are fractional parts of shares transferable? 

7 • What are the legal requisites to a valid issue 
of shares? 

8 • Is a corporation liable for an over-issue of shares? 

9 • Can a corporation issue its shares for less than 
par? 

10 • Can a corporation purchase its own shares ? 

II. Can a corporation be the beneficial owner of 
its own shares ? 

13. Can one corporation subscribe for shares in 
another ? 

13. What is the interpretation of a contract of 
sale reserving " all profits " and dividends ? 

14. Can the directors fix the price of the com 
pany's shares ? 
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15. Can directors buy shares from the corpora 
tion and resell them at a profit. 

16 • Can a corporation assess its shares after they 
have been fully paid for ? 

17. Can a corporation make its shares a lien upon 
its property ? 

18 • What is treasury stock and shares ? 

19. If a person holds "treasury stock" for the 
company, is he liable as a shareholder ? 

30. Has a corporation any power to water its 
stock ? 

21 . Can a corporation water its stock by issuing 
scrip dividends ? 

33. If a shareholder purchases shares in good 
faith, believing them to be paid up, is he chargeable 
in favor of creditors ? 

33. If unpaid shares have been surrendered and 
are re-issued to a bona fide subscriber, what is his 
liability to pay them ? 

34. Can a corporation guarantee dividends on 
shares in another company ? 

35 • Can a corporation agree that impaid shares 
shall be deemed fully paid up ? 

36 • Can a corporation issue its shares at par in 
payment of its debts ? 

37 • When does a subscription to shares become 
liable ? 

38 . Is a subscriber bound by his subscription after 
the subscription paper has been altered ? 

39. If a subscription has been made after all 
shares have been taken, is it binding ? 

30. When does a conditional subscription for 
shares become a liability ? 

Stock. 
Answers. 

1 . A subscription is binding until fully paid, while 
shares may be purchased without any liability to credi- 
tors? 

3 • They are. 

3 • Shares of all corporations are personal property. 
Being personal property, on the death of the holder 
they pass to his personal representative and not to his 
heir. 
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4. No. 

5. No. 

6 • A corporation will not be held for damages, for 
refusing to transfer a fractional part of a share. 

7 . It is essential to the validity of corporate stock 
that the conditions of its issue should substantially 
conform to the requirements of the charter or govern- 
ing statutes. 

8 • Yes, it is liable for damages. 

9 • It has no right to do so. 
10# No, but they may be acquired to satisfy a 

claim, by donation, etc. 

1 1 • Under some circumstances it can. 

12. It cannot, unless the power is conferred by 
statute in express terms. 

13. It means dividends or profits to be ascertain- 
ed and declared by the corporations and not by third 
persons or courts of justice. 

14. No. 

15. No. 

16. No. 

17. No. 

18. Treasury stock is stock held by the corpora- 
tion. It may have been donated to the company, or it 
may have been purchased by statutory authority and 
extinguished. 

19. If the transaction is lawful he would not be 
held, otherwise he would. 

30 . Not by any means. It is a fraud to do so. 
21. No. 

23 . Good authority says he would not. 
23 • In case of insolvency, the original share hold- 
ers will be held. 

24 . Not unless specially authorized, 

25 . No, such agreements are frauds on other 
shareholders. 

L 26 • If it has unissued stock it can. 

r 27 . From the time it is made. 

28 . If the contract has been altered he would not 
be bound. 

29. No. 

30 . It becomes a liability as soon as all the con- 
ditions have been complied with. 
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Stockhol<Iers, — ^Thcir Liability, etc* 

Questions. 

1 . Who is a shareholder and who is not ? 

2 . Is a share certificate necessary to make one a 
shareholder ? 

3 • What is the liability of a shareholder in a void 
corporation ? 

4. What is the liability of a shareholder whose 
whole amount of capital is not subscribed ? 

5 . Is a by-law releasing shareholders valid ? 

6 • What is the lawfulness of a corporation having 
but one or two shareholders ? 

7 . Can one corporation transfer all its property to 
another in exchange for shares of the latter ? 

8 . If a corporation is a holder of its own shares, 
who has a right to vote them ? 

9 . If a shareholder is not liable to the corporation, 
is he liable to creditors ? 

10 • What is the liability of a* person holding shares 
as collateral security ? 

1 1 • What is the liability of a pledgee holding 
shares after loan has been paid ? 

1/J. What is the liability of a shareholder where 
one corporation has assumed the debts of another ? 

13. What IS tne liability of a shareholder where 
the corporation contracts debts while engaged in other 
business than that authorized by its charter ? 

14 . What is the liability of a sole shareholder of a 
corporation ? 

15. Is a shareholder liable for the deficiency 
where shares are not fully paid ? 

16. What is the liability of a shareholder for divi- 
dends fraudulently declared and paid ? 

1 7 • What is the liability of shareholders for in- 
terest paid by a corporation on their shares ? 

18 • What is the liability of shareholders for in- 
creasing the capital stock without filing new certificates? 

19 • What is the statutory liability of a sharehold- 
er ? 

30 • What is the statutory liability of a sharehold- 
er in a national bank ? 

21 . Does the liability of a shareholder follow the 
shares ? 
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22. Are past shareholders who have transferred 
their shares liable ? 

23. Is the pledgee or pledgor liable as share- 
holders ? 

24 . Does a bona fide transfer terminate the liabil- 
ity of transferor ? 

26 . Can a shareholder be prevented from trans- 
ferring hrs shares while indebted to the corporation ? 

26 . Can a shareholder transfer his shares to es- 
cape liability ? 

27 . Do corporate shares pass to the executor, or 
administrator, or to the heir ? 

28 • Who is liable as shareholder, the executor, 
administrator or the estate ? 

29. When is an executor personally liable as a 
shareholder ? 

30 . What is the effect of a dissolution upon the 
liability of shareholders ? 

31 . Must creditors exhaust every remedy against 
the corporation before proceeding against shareholders? 

32 • What is the nature and extent of the right of a 
shareholder to inspect the corporate books and records? 

33 • What are the rights of a shareholder who -has 
not paid for his shares ? 

34 . What are shareholders rights as creditors ? . 
36 • Will the courts protect the interests of a share- 
holder in an illegal corporation ? 

Stocfcholdcrs^-Thcir Liability, Etc 

Answers. 

1 . Bona fide purchasers of stock who stand as 
such on the books of the corporation are considered as 
shareholders. If stock is held in the names of incom- 
petent or fictitious persons, having been transferred to 
avoid liability, the holders thereof are not shareholders, 
the real owners will be held. 

2 • Certificates are not necessary to make one a 
shareholder, but it is better to have one, and the cor- 
poration must be able to issue it. 

3 • They are liable as partners. 

4. If the charter requires a certain amount of stock 
to be subscribed, an assessment cannot be collected un- 
til the required amount is subscribed. 

5. No. 
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6 • The statutes of nearly all the states require that 
corporations shall consist of no less than a certain 
number, however there are many corporations owned 
by one or two persons with enough dummies holding 
one share each to keep within the law. 

7. No. 

8 . Slock so held cannot be voted. 

9 • If a shareholder is not indebted to the corpor- 
ation for his shares he is not liable to creditors, except- 
ing in case of a double liability corporation, then he 
would be liable for an amount equal to his stock. 

10, The real owner is liable, not the person hold- 
ing the shares as collateral. 

1 1 • If the stock had been transferred to the pled- 
gee, he would be liable. 

1 3 • Such an agreement would be valid, and the 
stockholders would be relieved, but such agreement 
could be rescinded which would reinstate the liability of 
the shareholders so discharged. 

13 • In some states they would be liable as part- 
ners, in others they would not. 

14 • His liability would be the same as where there 
are many shareholders. 

15. Yes. 

16. Fraudulent dividends can be recovered. 

1 7 . Interest on shares can be paid, if paid out of 
net profits, but if paid out of capital, it can be recover- 
ed. 

18. The subscribers to the increase of stock will 
become individually liable for the subsequent debts of 
the company, to the full extent of the amount subscrib- 
ed by them respectively. 

19. It is different in the different states. In some 
they are liable only for the amount unpaid on their 
subscriptions. In others they are liable for an amount 
equal to the amount of stock they hold. This is called 
double liability. 

30. National banks are double liability corpora- 
tions, that is, the shareholders are liable for an amount 
equal to the stock they hold. 

31 . It does until the right to transfer ceases. 

33 . A bona fide transfer of shares before proceed- 
ings were instituted to charge stockholders, will not 
hold past shareholders liable for the corporate debts, 
unless their liability has been continued by statute. 
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23 • The person in whose name the stock is regis- 
tered upon the books of the corporation as the real 
owner, will be liable as a shareholder, 

24. Yes. 

25 o A power conferred by the charter to make 
rules concerning the transfer of stock, and also to make 
by-laws, has been held to extend to making of a by-law 
that no stockholder shall sell his stock while indebted 
to the company. 

26, A transfer to avoid liability is void, and leaves 
him still liable. 

27 • Corporate shares are personal property and 
pass to the legal representative and not to the heir. 

28 • The estate is liable. 

29 • A breach of trust will render an executor oi 
administrator personally liable as shareholder. 

30 • Dissolution does not effect the stockholders 
liability. 

31. Yes. 

32 . Shareholders have the right to inspect the 
books of the corporation at proper times and for pro- 
per purposes. 

33 . A shareholder who has not paid for his shares 
has a right to transfer them according to the by-laws. 
Such subscriber has also the right to vote at corporate 
elections, and even though he has paid nothing for his 
shares, he cannot be deprived of this right until his 
shares have been forfeited for non-payment as pre- 
scribed by the charter. 

34 . A stockholder who is a creditor of the corpor- 
ation has the same right as any other creditor, but no 
more. 

35. No. 



Transfer Of Stock. 
Questions. 

1 . Is the transfer of shares by a minor void ? 

2 . What is the effect of a transfer after dissolution? 

3 . Has a corporation power to restrain transfer of 
its shares ? 

4 . How must a transfer of shares be made ? 

5 • Must the old certificate be surrendered and a 
new. one issued ? 
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6 • What officer makes the transfers on corporation 
books ? 

7 . On what books are transfers made ? 

8 . If shares are held jointly, how should transfers 
be made ? 

9 . To what does a corporation look for the purpose 
of determining who its shareholders are ? 

10. May a corporation recognize the holders of 
unregistered certificates? 

11. Is a corporation liable for permitting wrongful 
transfer of shares ? 

12. What is the liability of a corporation for 
transferring shares on a power of attorney ? 

13. Should a corporation satisfy itself that a blank 
transferee is a genuine purchaser ? 

14 . Is a corporation a guarantor of a shareholders 
title ? 

15. If new certificates are issued without taking 
up the old ones, would they be void ? 

16. What is the effect of a transfer by order of 
court to a purchaser at sheriff sale ? 

17 . What is the effect of a transfer when ordered 
by the Probate or Surrogate Court ? 

18. Are the rights of an owner superior to those 
of a bona fide purchaser of certificates that have been 
lost or stolen ? 

19. Does a corporation issue new certificates at 
its own peril ? 

20. What are the consequences if a corporation 
refuses to transfer shares to rightful owners ? 

21 . Can a corporation demand a bond of indemnity 
before issuing a new certificate ? 

33 . What is the duty of a corporation in transfers 
regarding administrators, executors, guardians and 
assignees ? 

33 . What is the liability of a company in case of 
administrator's sale of shares under order of court ? 

34 . What is the liability of a corporation in case 
of shares held by executors ? 

35 . What is the liability of a corporation in case 
of shares held by guardians ? 

36 • What is the liability of a corporation in case 
of shares held by other trustees ? 

37 . Is a corporation liable for assisting in .un- 
authorized sale of shares held in trust ? 
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38, What is the liability of a corporation for 
issuing new certificates when a trustee transfers in 
breach of his trust ? 

39. If there are several trustees must all join in 
the transfer of shares ? 

30. Is a corporation liable to a shareholder for 
recognizing a forged indorsement of share certificates ? 

31 • Is a corporation liable for transfers made on 
a forged power of attorney ? 

33 • Is an assignee for shares liable for fraudulent 
dividends received by his assignor ? 

33 • Is an assignee of an insolvent estate liable as 
shareholder ? 

34 • Does a bona fide transfer of shares terminate 
the liability of the transferor ? 

35 • If shares have been transferred without the 
knowledge or consent of the transferee, who is liable ? 

36, What is the validity of a transfer when one 
shareholder owns all the shares ? 

37 . Who is entitled to dividends as between the 
successive owners of shares ? 



Transfer of Stock* 
Answers. 

1 . A transfer of shares by a minor is not void but 
voidable. 

3 • Dissolution destroys the transferable nature of 
stock. 

3 • Every shareholder has a right to sell or trans- 
fer his shares, unless he is prevented from doing so, 
by reason of his indebtedness to the company, as pro- 
vided for by its charter or by-laws. 

4, Shares must be transferred according to the 
charter and by-laws. If these are silent, a mode of 
transfer may be established by usage and recited on 
the certificate. All transfers must be made upon 
the books of the company. 

5 • If a corporation transfers shares without a sur- 
render of the old ones, it will do so at its peril. If 
the old certificate is not surrendered the corporation 
should require a bond of indemnity to protect itself. 

6, Usually the Secretary, but any other officer 
may be authorized. 
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7 • Transfers are made upon the books of the com- 
pany, either upon a transfer book or stock ledger. 

8 • When shares are held jointly, all must join in a 
transfer. 

9 • A corporation looks only to its own books for 
the purpose of ascertaining who are its shareholders 
and entitled to the rights of such. 

10« Under certain circumstances it may. 

11. Yes. 

12. If a corporation transfers shares on a power 
of attorney, it takes the risk of its validity. 

13. A corporation would be justified in refusing 
to transfer share certificates indorsed in blank, and 
with a blank power of attorney. 

14. A corporation is not a guarantor of share- 
holders title, but it is its duty to act in good faith, 
with reasonable care and diligence. 

15. The new certificate would be invalid, except 
as the basis of a claim for indemnity against the cor- 
poration. 

16. The corporation will not be liable to "the 
shareholder. 

17. Such transfers will relieve the corporation 
from liability. 

18 • The right of the real owner is superior to any 
other person, even though it be acquired by purchase 
for value from any other holder. 

19. Yes. 

30 • It does so at its peril. 

21 . It can and it should. 

22 . The corporation should have written proof of 
the fiduciary capacity of administrators, executors, 
guardian, assignees, etc. and become familiar with the 
terms of the will, orders of the court, etc. 

23 . An administrator can sell stock only by order 
of the court, unless the sale be advertised and is a 
public one. A corporation must know that the order 
of the court has been complied with in every detail be- 
fore it will transfer shares for an administrator. 

24. Generally speaking, an executor stands the 
same as an administrator. The corporation is bound 
to acquaint itself with the terms of the will, and 
then to respect the testamentary letters of the eic- 
ecutor. 
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25 • A guardian 13 a trustee, and the corporation 
should transfer shares only by order of the court, 
otherwise it will be liable. 

36 • Before transferring shares for a trustee the 
corporation must be fully informed as to his authority. 

27. Yes. 

38 . The corporation will be liable to the rightful 
owner. • 

39 • All must join in the transfer. 

30 • In such a case the corporation acts at its peril, 
and will be liable. 

31. Yes. 

33. No. 

33 . Not unless he distinctly makes himself so by 
some act of his own. 

34 • The general rule is that it does. 

35 . If shares have been issued to one as "trustee" 
without his knowledge or consent, he does not become 
a bona fide stockholder, nor will he become liable as 
a shareholder to creditors, unless he ratifies the trans- 
fer by accepting the shares. 

36 . It is valid if made in good faith. 

37 . Dividends belong to the owner of the stock at 
the time when the dividend is declared. 



Trustees and Guardians. 
Questions. 

1 » By whom are trustees and guardians appointed, 
and what are their general duties ? 

3. Have trustees the right to vote at corporate 
elections ? 

3. Must joint trustees all join in transferring 
shares ? 

4. What is the responsibility of a corporation 
when shares are held by trustees for others ? 

5 • Is a trustee liable for the unpaid balance on 
shares ? 

6 . Are persons holding shares in trust liable as 
shareholders ? 

7 . Who is liable on shares taken in the name of a 
fictitious trustee or person ? 

Note. — For further information on trustees see question 
5 on assignees. 

147 



Trustees and Guardians* 
Answers. 

1 . Guardians of all descriptions are treated by 
courts as trustees ; and in almost all cases they are 
required to give security for the faithful discharge of 
their duty, unless the guardian be appointed by will, 
and the teslator has exercised the power given Mm by 
statute, of requiring that the guardian shall not be 
called upon to give bonds ; but even in this case, such 
testamentary provision is wholly personal; and if the 
individual dies, refuses the appointment, resigns it or 
is removed from it, and a substitute is appointed by 
the court, this substitute must give bonds. 

In this country the guardian is held to have only a 
naked authority, not coupled with an interest. His 
possession of the property of his ward is not such as 
gives him a personal interest, being only for the pur- 
pose of agency. But for the benefit of his ward he 
has a very general power over it. He manages and 
disposes of the personal property at his discretion, 
although it is safer for him to obtain the power of 
court for any important measure. He may lease the 
real estate, if appointed by will or court ; he cannot, 
however, sell the real estate without leave of the 
proper court. Nor should he convert the personal 
estate into real without such leave. 

As trustee, a guardian is held to a strictly honest 
discharge of his duty, and cannot act in relation to 
the subject of his trust for his own personal benefit in 
any contract whatever. He must neither make nor 
suffer any waste of the inheritance, and is held very 
strictly to a careful management of all personal prop- 
erty. He is responsible, not only for any misuse of 
the ward's money or stock, but for letting it lie idle ; 
and if he does so without sufficient cause, he must 
allow the ward interest or compound interest in his 
account. The general duties of every guardian of any 
minor are : 

First. To make and file, within three months after 
his appointment, a full inventory, verified by oath, of 
the real and personal estate of his ward, with the value 
of the same, and the value of the yearly rent of the 
real estate; and failing so to do for thirty days after he 
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shall have been notified of the expiration of the time by 
the Court, said Court shall remove him and appoint a 
successor. 

Second. To manage the estate for the best interest 
of his ward. 

Third. To render, on oath, to the proper Court, an 
account of the receipts and expenditures of such guar- 
dian, verified by vouchers once in every two years, or 
oftener, upon the order of the Court. 

Fourth. At the expiration of his trust, fully to ac- 
count for and pay over to the proper person all of the 
estate of his ward remaining in his hands. 

Fifth. To pay all just debts due from such ward, 
out of the estate in his hands, and collect all debts due 
ward, and, in case of doubtful debts, to compound the 
same, and to appear for and defend all suits against 
such ward. 

Sixth. When any ward has no father, or having a 
father who is unable or fails to educate such ward, it is 
the duty of his guardian to provide for him such edu- 
cation as the amount of his estate may justify. 

Seventh. To loan or invest the money of his ward 
within a reasonable time after he receives it in notes or 
bonds secured by first mortgage on real estate of at 
least double the value of the loan or investment. Or 
investments may be made in bonds of the United 
States or any State on which default has never been 
made in the payment of interest, or in County or Mu- 
nicipal bonds, issued in conformity to law; or with the 
consent and approbation of the Court, investments 
may be made in productive real estate, the title to 
which shall be taken in the name of the guardian as 
such. 

Eighth. To obey and perform all orders and judg- 
ments of the proper Courts touching the guardianship. 
Guardians' and trustees' accounts are conducted upon 
the same general principles of law, as estates and as this 
has been fully explained, further instruction is unneces- 
sary. Suffice it is to say that the statutes of the state, 
relative to guardianship should be carefully studied. 

3. Yes. 

3 • All must join in the transfer. 

4 • A corporation must be fully informed of the 
limits of the trustee's authority, and before transferring 
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stock for him, must be fully satisfied that he is acting 
within his authority, or it will be held liable. 

5 • Not unless he assumes the debt by some act of 
his own. 

(J . The holder of the legal title only is liable, fre- 
quently this falls upon the trustee. 

Note. For further information on trustees see ques- 
tion 5 on assignees. 

7 • The real owner will be held liable. 



Exporting. 
Question. 

1 • How are goods exported ? 

Exporting^* 
Answer. 

1 . Owing to the great inventive genius of our citi- 
zens, machines have been perfected during the past 
half century for the manufacture of all kinds of articles 
until we now take our place as one of the leading 
nations of the world in manufacturing. Producing so 
much more than we can use or dispose of at home, 
markets had to be found for our goods throughout the 
world. Our export trade has already assumed large 
proportions, and is increasing every year. Millions of 
dollars worth of raw and manufactured products are 
shipped from our seaports to all parts of the world 
yearly. 

All goods shipped to foreign countries must be clear- 
ed at the Custom House by the shipper or his agent 
by filing under oath a shipper's manifest specifying the 
kinds, quantities, value and destination of the merchan- 
dise exported. When this condition is complied with, 
the master of the vessel or the steamship company will 
issue a bill of lading for the same. Supplementary 
manifests for statistical purposes may be filed under 
oath of owner or agent of vessel within four business 
days after clearance of the vessel. A vessel clearing 
for a foreign port must file a manifest under oath of its 
entire cargo, which must agree with the manifests filed 
by the various shippers. It is from these shippers' 
manifests that the statistics are gathered of our exports 
which is of great value to our merchants in the various 
lines of trade. 
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Importing. 

Question. 

1 . How are goods imported ? 

Importingf* 
Answer. 

1 . The magnitude of the importations of the for- 
eign goods into the United States is a subject of which 
very little is known by the general public. When one 
stops to think that the income from duties on foreign 
goods amounts to between ten and twelve millions of 
dollars per month at the port of New York alone, some 
idea may be gained of the vast commercial transactions 
that are taking place from day to day. 

American houses which deal in large quantities of 
foreign goods, have their own buyers who go abroad at 
certain seasons of the year, and make purchases direct 
from the foreign houses. Then there are Custom 
House Brokers and Commission Merchants, who, 
through their foreign representatives place orders for 
their customers. Again, well established houses having 
good credit may make their purchases direct through 
correspondence. And, further, merchandise is often 
consigned by a foreign manufacturer to an agent in 
this country, to sell for his account and risk. 

When the goods are ready for shipment, an invoice 
of same, in triplicate, must be made out by the shipper, 
setting forth the quantities and values of the goods 
then prevailing in the wholesale markets of the coun- 
try, from which the goods are shipped. The invoice 
must show the cost of the goods, packed ready for 
shipment to the United States. These invoices must 
be presented to the nearest U. S. Consul, before whom 
a delaration signed by the purchaser, manufacturer, 
owner or agent must be made unde oath, to the ef- 
fect that the invoice in all respects is correct and true 
as to the actual cost of the merchandise named there- 
in and of all charges thereon, according to law. 
One copy of this invoice is filed in the Consulate, an- 
other forwarded to the collector of the port, at which 
entry is to be made, and the remaining copy delivered 
to the person presenting the invoice for verification. 

The shipper forwards his copy of the invoice to the 
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consignee, who uses it in making entry of the goods at 
the Custom House on arrival. In case of goods in- 
tended for immediate transportation without appraise- 
ment from port of first arrival to an interior port, the 
invoice must be made in quadruplicate. In cases of 
this kind, the Consul delivers two copies to the ship- 
per, one of which he forwards to consignee at port of 
destination, and the other to an agent at the port of 
first arrival to enable him to make an entry for imme- 
diate transportation, without appraisement on arrival of 
the goods. The invoice must be made out in the cur- 
rency of the place or country from which the importa- 
tion is made, or if purchased, in the currency actually 
paid therefor. 

A bill of lading in triplicate is furnished to the 
shipper, by the steamship company or its agent, one 
copy of which is forwarded to the consignee with the 
invoice and Consul's certificate. 

Upon arrival of the goods, entry must be made at 
the Custom House of the port of arrival, either for 
consumption or in bond, by the person holding a bill 
of lading which names him as the consignee, or a bill 
of lading endorsed to his order by the consignee named 
therein. The holder of a bill of lading drawn in blank 
"to order" and indorsed by the shipper or consignor 
may make entry of the merchandise named therein. 
The entry must be sworn to before the Collector or his 
Deputy by the owner or consignee of the goods. If 
entry is made by an agent holding power of attorney, 
he must give bond for the production of the declaration 
of the owner or consignee. All goods for which entry 
has not been perfected at the expiration of the time 
allowed by law for discharging the cargo of the 
importing vessel, will be taken possession of by the 
Collector as unclaimed, and placed in store to be 
disposed of according to law. Unclaimed goods may 
be claimed by the consignee within one year after date 
of importation, entry made and duties and charges 
paid. After one year they are sold by the Government. 

If the importer wishes to get possession of the goods 
without delay for immediate use, he makes what is 
known as a "consumption entry" paying the estimated 
duties thereon. If he is not in immediate need of the 
goods, l:ie may make a warehouse entry. Entries of 
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merchandise coveted by one invoice may be made 
simultaneously for both consumption and warehouse. 
Any portion of an invoice not less than one entire 
package, and merchandise in bulk not less than one 
ton, may be entered for warehouse and the balance for 
consumption. When goods are entered for warehouse, 
a bond with surety must be given for the legal with- 
drawal of the goods, within three years from date of 
importation, either by payment of duties, by exportation, 
or transportation of the goods in bond. Any goods 
remaining in warehouse beyond three years from date 
of original importation, are regarded as abandoned to 
the Government and sold. 

Withdrawal entries of goods in warehouse may be 
made for one entire package, or if in bulk not less 
than one ton. 

At the time of making entry, the Collector designa- 
tes upon the entry what packages are to be examined 
by the Appraiser, being at least one package and not 
less than one-tenth of the entire invoice. The cases 
sent to the Appraiser are opened and the Examiners 
compare the goods and the invoice to see that they 
correspond and the quantities and values are correct. 
If the Appraiser advances the value of any article, an 
additional duty accrues of one per centum of the total 
appraised value for every one per centum the goods 
are advanced. If an advance of 50 per centum is 
made, the goods are seized as being presumptively 
fraudulent. Additional duty does not accure on goods 
paying purely specific duty. But if the specific duty is 
at all dependent upon value, the additional duty 
attaches if an advance is made. 

The appraiser's return as to value of the merchan- 
dise is final and conclusive, unless the collector order 
a re-appraisement, or the importer shall notify the 
collector of his dissatisfaction within two official days 
of the return thereof, when an appeal may be made to 
one of the general appraisers. If his decision is not 
satisfactory to all concerned, an appeal may be made 
to the Board of U. S. General Appraisers, whose 
decision is final. This last appeal must be made 
within two official days after the rendering of the 
decision, as in the first appeal. 

The decision of the collector as to the rate and 
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